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Referencs; 21251 REe2008/09 


Dear Mr J. Fortuin 


Report of the Auditor^eneral on tite financial atatamenta and parfomianca 

information of Saldanha Bay Municipality for the year ended 30 June 2009 

1 . The above-mentioned report of the Auditor-General ie submitted herewith in 
terms of section 21(1) of the Public Audit Act, 2004 (Act No. 25 of 2004) read in 
conjunction with section 188 of the Constitution of the Republic of South Africa, 
1996 and section 126(3) of the Local Government: Municipal Finance 
Management Act, 2003 (Act No. 56 of 2003) (MFMA) 

2. The audit report is issued as a final draft pending our receipt of all other 
documents that will be included in the annual report that will contain the audited 
financial statements is received. 

3. Once these documents are received we will read them to establish if there are 
any inconsistencies with the audited ttnandal statements. You will then be 
requested to amend the other information or the financial statements in respect of 
any inconsistendes. Once this process has been satisfactorily completed we will 
issue the final signed audit report 

4. in terms of section 121(3) of the MFMA you are required to include the audit 
report in the municipality's annual report to be tabled. 

5. Until the annual report is tabled as required by section 127(2) of the MFMA the 
audit report is not a public document and should therefore be treated as 
confidential. 

6. Prior to printing or copying the annual report which will include the audit report 
you are required to do the fallowing: 

• Submit the final printer's proof of the annual report to the relevant senior 
manager of the Auditor-General of South Africa for verification of the audit- 
related references in the audit report and for coniirmation that the financial 
statements and other information are those documents that have been read 
and audited. Special care should be taken with the page references in your 
report, since an incorrect reference could have audit implications. 

• The signature Auditor-Gener3i in ttie handwriting of the auditor authorised to 
sign the audit report at the end of the hard copy of the audit report should be 
scanned in when preparing to print the report. This signature, as well as the 
place and date of signing and the Auditor-General of South Africa's logo, 
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should appear at the end of the report, as in the hard copy that is provided to 
you. The official logo will be made available to you in electronic format. 

7. Please notify the undersigned Senior Manager well in advance of the date on 
which the annual report containing tfiis audit report, will be tabled. 

8. Over and above the normal distribution of your annual report, five (5) copies must 
be submitted to the Auditor-General for attention of Mr. Blackie Svrart: 
Parliamentary Manager. 

Delivery addreee: The Auditor-General of South Africa 

Private Bag X1 

Chempet 

7442 

The Auditor-General of South Africa 
1** Floor 

Business Connexion Building, East Block 
Ring Road 
Century City 

9. Your cooperation to ensure that all these requirements ere met would be much 
appreciated. 

10. Kindly acknowledge receipt of this letter. 

Yours sincerely 



Bashier Rahim 

Senior Manager: Western Cape 

Enquiries: B. Rahim 
Telephone: (021)528 4134 
Fax; (021)5284201 

E-mail; Bashiei1?@agsa.coj^ 

Distribution: 

Mr. J. Luus (Acting Chief Financial Officer) 
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REPORT OF THE AUDITOR-GENERAL TO THE WESTERN CAPE PROVINCI^ 
PARLIAMENT AND COUNCIL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF THE SALDANHA BAY MUNICIPALITY FOR 
THE YEAR ENDED 30 JUNE 2009 


REPORT ON THE FINANCIAL STATEMENTS 


Introduction 

1 . 1 was engaged to audit the accompanyir^ finan 
Municipality, which comprise the statement of 
and the statement of financial performs 
and the cash flow statement for the y^ 
accounting policies and other i 


The accounting offl 

2. The accounti 
these financi 
Recognised A 
by the Local G 
2003)(MFMA)a 
such Internal contr 
preparation of fin 
whether due to frau 




the Saldanha Bay 
at 30 June 2009, 
iges in net assets 
[ary of significant 
XX to XX. 


itatemente 

Oration and fair presentation of 
with the Standards of Generally 
. is of GRAP) and in the manner required 
^^nce Management Act, 2003 (Act No. 56 of 

^ Revenue Act (Act No. 2 of 2008) (DoRA) and for 

Bccoundr^ officer determines is necessary to enable the 
^statements that are free from material misstatement, 
• error. 


The Auditor-General’s resportsibitity 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 
read with section 4 of the Public Audit Act, 2004 (Act No. 26 of 2004) (PAA) and 
section 126(3) of the MFMA, my responsibility is to express an opinion on the 
financial statements based on inducting the audit in accordance with the 
International Standards on Auditing and Genera/ Notkx 616 of 2008, issued in 
Government Gazette No. 31057 of 15 May 2008. Because of the matters described 
in the Basis for disclaimer of opinion paragraphs, however. I was not able to obtain 
sufficient appropriate audit evidence to provide a basis for an audit opinion. 

4. Paragraph 1 1 et seq. of the Statement of Generally Recognised Accounting Practice 
GRAP 1 , Presentation of Financial Staferrrenfs requires that financial reporting by 
entities shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget. As the budget reporting standard is not 
effective for this financial year. I have determined that my opinion of any disclosures 
made by the Saldanha Bay Municipality in mis respect will be limited to reporting on 
non-compliance with this disclosure requirement. 



Basis for disclaimer of opinion 


Property, plant and equipment 


5, The municipality applied Generally Accepted Municipal Accounting Practice 
Standard 17, Property, Pfant and Equipment in the previous financial year. In terms 
of this standard, the municipality should have componentised major parte of assets, 
reassessed the useful lives, reassessed residual values and considered Impairment 
for all classes of assets. This exerdse was not performed for all infras^ucture assets 
disclosed at a carrying value of R170 300 223 in note 10 to the financial statements. 
As a consequence, certain infrastnjcture assets are shown as folly depreciated 
assets and are disclosed in note 10 to the annual financial statements as 1 052 
assets at nil rand values with an initial cost of R21^.-5 b^ 371. The municipality’s 
records did not permit the application of alternative^aiwit pr^sedures. Consequently, I 
am unable to determine whether the Infrastructur^assets^ro appropriately valued. 

Fines 

6. The municipality receives traffic fipeJncome ff^pash at\he\raffic department. There 
was no adequate system to recdhcil^e trafwfir^s Issuedyrith the cash received. 
The municipality’s records did \ n^ pwrqrt tfae applicati^ of alternative audit 
procedures regardina.4tfis^ss of ^^eV Consequentlyn did not obtain ail the 
information and ex^^aUens to satisfy myself of the accuracy 
and completeness of tr^ip fije ipcw^e stat^ is R1 561 748 in the statement of 
financial 





A slgnificaiat abioiint from the hiring of facilities is received In 

cash at thAfaniti^ by the municipality. There is no adequate system of 

control over\suc^re^nuVOT whicii I could rely for the purpose of my audit. The 
municipality'syecord^id not permit the application of alternative audit procedures to 
obtain reason^J^i^’^ssurance that ail cash revenue received had actually been 
recorded in th^ooks of account. Consequently, I was unable to satisfy myself as to 
the accuracy and completeness of revenue from the rental of focilities stated at 
R7 863 105 in the statement of finandal performance. 


Other financial aaasto 

8. As disclosed In note 5 to the finandai statements, other financial assets amounted 
to R2 028 717. This balance forms part of the housing development fund debtors 
referred to in note 21 to the financial statements. I was unable to audit these 
balances as the municipality did not have adequate controls or accounting records 
to support these amounts. The munidpalit/s records did not permit the application 
of alternative audit procedures. As a consequence, 1 was unable to determine 
whether any adjustments might have been necessary in respect of recorded or 
unrecorded transactions pertaining to these balances. 
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Trade and other receivables from exchange transactions 

9 Included in note 7 to the financial statements is an amount of R9 689 920 relating to 
the housing development fund debtors referred to in note 21 to the financial 
statements. 1 was unable to audit this balance as the municipality did not have 
adequate controls or accountir»g records to support these amounts. The 
munidpality’s records did not permit the applicaition of alternative audit proc^ures. 
As a consequence, ! was unable to determine whether any adjustments might have 
been necessaiy in respect of recorded or unrecorded transactions pertaining to 
these balances. 


Unspent conditional grants 

10. As disclosed in note 16 to the financial 8tatements»,^3n^nt conditional grants 
amounted to R29 050 219. As a consequence ofirrtidequ^ accounting records, I 
was unable to obtain sufficient appro|M-iate audft evidenfe for this balance. The 
municipality’s records did not permit toe apl5^catlaq,^,0^alt^ative audit proc^ur^ 
and I was unable to verify the obligation, MmojptenMS ?nc\valuation of this liability 
or toe completeness of the related orSot inromr 


Unpaid conditional grar 

1 1 . As disdosed in note ** 
amounted 

was unab^ to obt^ wumder 
municipaliw’s i^Sb^sN^ n 
Conssquer%, \ ubwie 
debtor and the wmoletwsss V i 


lab^ 'Sltaten^nts, unpaid conditional grants 
cdns^uen^V i^dequate accounting records, I 
.awropnpte aWif^dencs for this balance. The 
^ KlRhdt^pli^on of alternative audit procedures, 
^ver^itl^a rights, completeness and valuation of the 


ted expenditure. 


Commitments 

12. As disclosed in nW^ to the annual financial statements and as required by GRAP 
17. paragraph 82(b). capital commitments amounting to R29474450 
approved and contracted for. I was unable to inspect contracts or similar suffident 
appropriate audit evidence to verify RIO 661 000 of this balance. Consequently, I 
was unable to satisfy myself as to the obligation and valuation of the disclosure note 
relating to capital commitments. 


Disclaimer of opinion 

13. Because of the significance of the matters described in the Basis for disclaimer of 
opinion paragraphs, I have not been able to obtain sufficient appropriate audit 
evidence to provide a basis for an audit opinion. Accordingly. I do not eixpress an 
opinion on toe financial statements. 
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Emphasis of matters 

1 draw attention to the following mattere on which 1 do not express a disclaimer of 

opinion: 

Unauthorised, Irregular or frultiMs and wasteful expenditure 

14, As disclosed In note 44 to the firwndal statements, possible fruitless and wasteful 
expenditure amounting to R101 877 was incurred in the 2008 financial year, as 
appropriate human resource processes had not been followed. The process to 
condone or recover this amount was not complete at the date of this report. 


1 5. As disclosed in note 46 to the financial statements, irregular expenditure amounting 
to R709 610 was incurred in the 2008 financial year, as appropriate human resource 
processes had not been followed. The process to condone or recover this amount 
was not complete at the date of this refK>it. 


Material underependlng of the budget 

16. The municipality has underspent its budget by^ 
12,6% of the budgeted expenditure for 
occurred in expenditure on grants and sl 

Electricity and water losses 

17. As disclosed in appendix G to 
incurred losses of 12, 

Kl) on distribution. 


Other matt 

I draw attenti 
the financial 

Material Incon 

18. 1 have not o 
been able to i 



48, which equates to 
ir review. This primarily 
!r organisations. 


nts, the municipality 
\07% of water (2 080 


it relate to my responsibilities in the audit of 

irmatfon Included In the annual report 

.le other information included in the annual report and have not 
any material inconsistMicies with the financial statements. 


Unaudited supplementary schedules 

19. The supplementary information set out in appendices C to K does not form part of 
the financial statements and is presented as additional information. I nave not 
audited these schedules and accordingly I do not express an opinion thereon. 


Non-compliance with applicable legislation 

20. The follovring non-compliance issues have been identified during the course of the 
audit: 


Local Government: Municipal Systems Act 

• Section 66(1)(d) requires the establishment of a process or mechanism to 
regulariy evaluate the staff establishment and, if necessary, review the staff 
establishment and the remuneration and conditions of service. 
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• Section 67 requires the development and adoption of appropriate systems and 
procedures to ensure fair, efficient, effective and transparent personnel 
administration. 

• Schedule 1(5) and (7) of the Municip^ Systems Act. 2000 (Act No, 32 of 2000) 
(MSA) requires all councillors to declare their financial interests. 

Municipal Planning and Performance Management Regulations 


■ Regulation 14 requires internal audit to assess the functionality of the 
munidpaitt/s performance mans^ement system, wh 0 th^,,^e municipality’s 
performance management system complies with the MSa Imd the extent to 
which the municipality's perfbnnance measurement^^e reljable in measuring 
performance of munidpalities against indicators^ 

Municipal Finance Management Act 

• Section 129(1) requires 



Governance framework 

21. The govemancsK'^rin^ iss\,hVi4 act\ thfe*fiy^r^opinion on the finandal 
statements are\rel^)ed t^me ^p^ibilites practices exercised by the 
accounting offic^ ^d \xMaHve\r^nag|W and are reflected in the internal 
control defidenci^ am kl^y ^^rr^nCAi^ponsibilitids addressed below: 

Internal control deficiencl 

22. Section 62(1)(c)(i) of^e M^A sfetes that the accounting officer must ensure that 
the municipality has «rfmaintains effective, efficient and transparent systems of 
finandal and risk management and internal control. The table below depicts the root 
causes that gave rise to the defidencies in ttie system of internal control, which led 
to the disclaimer of opinion. The root causes are categorised according to the live 
components of an effective system of internal control (the number listed per 
component can be foUowed with the legend below the table.) In some instances 
defidendes exist in more than one intern^ control component. 


Par. no. 

Basis for disclaimer of opinion 


m 

CA 

1C 

a 


Property, plant and equipment 


B 



■ 


Fines and rental of fecilities and equipment 

1 

n 

H 




Other financial assets and other receivables from 
exchange transactions 


B 

■ 

■ 



Unspent conditional grants and unpaid conditional 
grants 

1 

1 

■ 

■ 

1:3 

1^^ 

Commitments 

6 






6 









23. The control environment establishes the foundation for the internal control system by 
providing fundamental discipline and sbmcture. It sets the tone of the organisation, 
influencing the control consciousness of its people. The rontrol environment has a 
pervasive effect on control consciouwi^s and effectiveness within the entity. 

From the above findings it is clear that the organisational structure does not addre^ 
areas of responsibility and lines of reportir^ to support effective control over finandal 
reporting. The municipal manager was performing his duties in an “acting" capa^y. 
This impaired the level of focused effort that can be expected on exercising oversight 
responsibility over financial reportir^ and internal control. Furthermore, the post of 
chief financial officer is also tempt»ramy filled and adequate delegation of 
responsibility for the management of the above account balances and monitoring the 
related performance does not occur. 



Manual or automated controls are not designed to ensure that the transactions 
occurred, are authorised, and are cwnpletely and accurately processed. 


Furthermore, actions are not taken to address risks to the achievement of financial 
reporting objectives. This includes a lack of regular reconciliations of underlying 
accounting records, design and implementation of a fraud prevention plan and a 
detailed risk analysis. 

Monitoring cavers the external oversight of internal controls by management or other 
parties outside the process: or the application of Independent methodologies, like 
customised procedures or standartj checklists by employees within a process. 
Monitoring is a process to assess Uie effectiveness of internal control performance 
over time. It involves the assessment of the design and operation of controls on a 
timely basis, as well as any necessary corrective actions, which are modified for 
changes in conditions. 

At the municipality, ongoing monitorir^ and supervision by the leadership, including 
leadership of the various directorates and the chief financial officer are not 
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The organisational structure does not address areas of responsibility and lines of reporting 

to support effective control over financial reporting. 

Management and staff are not assigned appropriate levels of authority and responsibility 

to facilitate control over financial reporting. ; — 

Human resource policies do not facilitate effective recruitment arrdfraining, disciplining 

and supervision of personnel. \ 

Integrity and ethical values have not been developed and ac»i\ot ur^rstood to set the I 

standard for financial reporting. \ 

t responsibility over 


The accounting officer/accounting authority does not^rerci 
financial reporting and internal control. 


Management's philosophy and operating ^tyle 
financial reportin 


The entity does not have indivi 



Management has no^^ - . 
risks to reliable finanaal re 


The entity does not i 


The entity does not a 


The entity does not d 


The potential for material 


i 

’ m ~ 



e control over 


ortinQ and related matters 



b enable the Identification of 




t of financial reporting objectives. 


act of the risks Identified. 


action plan to manage identified risl^ 


ue to fraud is not considered 




is inad^uate s ^^e ^tion of duties to prevent fraudul^t data and asset 

misappropriation. ; — 

General Information technology controls have not been designed to maintain the integrity 

of the information system and the security of the darta. 

Manual or automated controls are not designed to ensure that the transactions have 

occurred, are authorised, and are completely and accurately pro cessed. 

Actions are not taken to address risks b3 the achievement of financial reporting objectives,^ 
Control activities are not selected and developed to mitigate risks over financial reporting. _ 
Policies and procedures related to fir>ancial reporting are not established and 

communicated. 

Realistic tai^ets are not set for finanaai performance measures, which are in turn not 
linked to an effective reward system. 


Pertinent information is not identified and captured in a form and time frame to support 

financial reporting. 

Information required to implement internal control is not available to p^onnel to enable 
internal control responsibilities. 


Communications do not enable and support the understanding and execution of internal 
control processes and responsiWIities bv personnel. 


Ongoing monitoring and supervision not undertaken to enable an assessment of the 



















mfiniarnai mntml m/AF financial reDOftinQ. 


NAither reviews bv internal audit or the audit committee nor self -assessments are evident^. 

2_ 

Internal control deficiencies are not Identified and communicated in a timeiy manner lo 
aiiow for conective action to be taken. — 
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Key governance responalblittlee 

24. The WIFMA tasks the accounting officer wi&» a number of responsibilities concerning 
financial and risk management and internal control. Fundamental to achieving this is 
the implementation of key governance responsibilities, which I hav^ssessed as 


foliows: 


No. Matter ^ 

Y 

N 

Clear trail of supporting documerrtation that le easllvwa^Way J^^lded In 
a timely manner ^ \ \ y\ \ \ 



P 

No significant difficulties were experiencedt durihg the audlt^ncertning^elays or 
the availability of requested informajii^. | Vw \ \ \ 


B 

Ity of financial statements a^ 

■ 

■ 

■ 


1 

■ 

m 

The annual report VaAsObrnfedd f^NxnPJ^lon prior to the tawing or me 
auditor’s report. \ \ \ \\ \ 

■ 

■ 

Timeliness of financial sti^rrtehtsjmil^^agement information 


4. 

The annual financial st^rapdb wre submitted for auditing as per the legislated 
deadlines in section 126 Wthe MFMA. 

■ 

■ 

Aval 

lability of key officials during audit 


■ 

Im 

Key officials were available throughout audit process. 


a 

L 1 

Dev 

and 

slopment and compliance with rtek management, effective Internal control 
governance practices 



6. 

Audit committee 

1^1 

1^1 


• The municipality had an audit committee in operation throughout the 
financial year. 

IH 

■ 

■ The audit committee operates in accordance with approved, written terms of 
reference. 

H 

■ 

• The audit committee substantially fulfilled its responsibIliUes for the year, as 
set out In section 166(2) of the MFMA. 

■ 

H 

7. 

internal audit 

H 

H 


• The municipality had an internal audit function in operation throughout the 
financial year. 

H 

■ 

• The internal audit function operates In terms of an approved internal audit 
plan. 

H 

■ 


B 




No. 

Matter 

m 

■ 

■ 

• The internal audit function substantially fulfilled its responsibilities for the 
year, as set out in section 165(2) of the MFMA. 

m 

B 

1 


■ 

■ 

9. 

There are no significant deficiendes in me design and implementation of internal 
control in respect of compliance vrim applicable laws and regulations. 


■ 

10. 

The information systems were appropriate to facilitate the preparation of the 
financial statements. 

■ 

■ 

11, 

A risk assessment was conducted rm a regular basis and a risk management 
strategy, which includes a fraud prevention plan, is documented and used as set 
out in section 62{1)(c}(i) of the MFMA. 

1 

■ 

12. 

Delegations of rasponsiUlity are in place, as set out in section 79 of the MFMA. 

■ 

■ 

Follow-up of audit findings 


13. 

The prior year audit findings have been substantially addressed. 


D 

14. 

SCOPA resolutions have been substantially implemented. 

N/a 

Issues relating to the reporting of performance Information 


15, 

The Information systems were appropriate to tecilitate the preparation of a 
performance report that is accurate and complete. 


■ 

16. 

Adequate control processes and procedures are designed and implemented to 
ensure the accuracy and completeness of reported performance information. 


m 

17. 

A strategic plan was prepared and approved for the finandal year under review 
for purposes of monitoring the performance in relation to the budget and delivery 
by the municipality against its mandate, predetermined objectives, outputs, 
indicators and targets section 68 of the MFMA. 


■ 

18. 

There is a functioning performance manageifient^stem and performance 
bonuses are only paid after prop^ asse^sirant and^proval by those diarged 
with governance. \ \ 


a 


25. Significant difficulties were ekpent 
adequate and continuoLU.8uppDrti 
is a lack of leader^htp^td a( 
position of chief fi^ndakafnter i 
financial ofEieef;^uri(ngrn^ca|pai| 


26. Ongoi 
the effi 
a disdai 
financial 



luni^ the yudit concerning sufficient, 
.exfeiana^s for intimation provided. There 
njlTO inVthe finance department due to the 
irarW filled and tine absence of the chief 
thea^at. 


,and sup^Mfonfflre undertaken to enable an assessment of 
itei^^^contntver financial reporting. This situation has led to 
nclar^te^Vf^its as the municipality was not able to adjust its 
indthe^dit based on all the findings of the auditors. 
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In order to deal wrth the prevalence of material misstatements in the financial 
Ltatw^ents that have to be corrected during the audit period, the muniapaiity needs 
to provide training to all staff on GRAP. as well as to: 

■ develop a strategy that has the overall aim to improve financial management 

controls in order to produce accurate financial statem^ts 

. subject the financial statements to a quality revi^ ntav a erScS 

auditing. In this regard internal audft and the audit committee can play a crucial 

role in the review process. 



nciliations to 
•ment information 
louncil. 

The National 
to assist the 



lOrisiblllties fAi^e year, as set 
iitt« did not meet at least four 
:h^ audit committee did not 
l^nent and there was no 
‘ormance. 


Fuithemnore. there should also be a discipline to perfi^ 
enable the monthly compilation of financial accounfo^” 
for regular oversight by management, ttie audit ccMjMtfitte 

We acknowledge that there is a challenge natiyal^^hls ^ 

Treasury and the provincial treasury plfoa|d pipy vn^ding 
munidpality in this regard. 

The audit committee did not^ 
out in section 166(2) of th< 
times during the 
evaluate the ef 
evaluation by th( 

The Inlemal audit ISMlyontdidlrW du'b^lly fulfil its reaponelMIties for the year 
under review as ainheGlinnld V^nal audits detailed In the internal annual audit 
plan during the year ^nd^ rWew were not perfonmed. 

There are deficiencie\to^ design and implementation of Irrtemal wntrol In foe 
municipality. As is evident from the prior and current years wdit reporte there 's a 
lack of control over the completeness of cash revenue earned uns^ntcond^onal 
grants, other financial assets and trade and other receivables 
transactions, property, plant and equipment and compliance wrth foe 
Consequently, the prior year audit findings have not been substantially addressed. 

27 The strategic plan, the functioning of the performance management sys^. 
information systems and the control processes and procedures were not appropriate 
to facilitate the preparation of a performance report and consequently no 
performance Information was submitted for audit purposes. 


Investigations 

28. At foe time of foe audrt a forensic investigation was being cor^ducted into alleg^ 
irregularities in supply chain management involving current and past employees of 
the municipality. The Investigation was still ongoing at foe date of this report 
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 


Report on peiformance Information 

29. 1 was engaged to review the performance information. 


The accounting officer’s responalbilrty forfte performance Information 

30. In terms of section 121(3)(c) oftheMFMA. the annual report of a municipality must 
include the annual performance r^al of the municipaiity^oFeoared by the 
municipairty in terms of section 46 of the Local Government: M>»n!cipa\Systems Act, 
2000 (Act No. 32 of 2000) (MSA). 


The Audrtor-General’s responsibility 

31. I conducted my engagement in accorflan 
General Notice 616 of 2008, issu 
2008 and section 45 of the MS 



read with 
of 15 May 

32. In terms of the foregoing mjt enfi^ententi inWQdedNpfcrtgming procedures of a 
review nature to oljtainsbffiolenLepi^pnBte gjaden^rTibout the performance 
information and r^tetLsvMms, pro^sses ^d TSrocedures. The procedures 
selected depend on 

Audit findings (perform' 

Non-compliance with 

33. The service ddivery an^^pd^et implementation plan (SDBIP) which gives eflect to 
the integrated development plan (IDP) and budget has not been approved by the 
council and signed off by the mayor for implementation as required by section 
53(1)(c)(li) of the MFMA. Furthermore, performance agreements for the section 57 
employees have only been signed for the period 1 January to 30 June 2009. 


34. The municipality did not appoint and budget for a perfonnance audit committee, nor 
was another audit committee utilised as the performance audit committee, as 
required by regulation 14(2) of the Municipal Planning and Performance 
Management Regulations, 2001. 

35, An annual performance report of the municipality prepared in tenns of section 46 of 
the MSA, as required by section 121(3)(c) of the MFMA was not submitted for 
auditing. 
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APPRECIATION 
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AUDITOR-OENBRAL 

SOUTH AFRICA 




The Munldpal Manager 
Saldanha Municipairty 
Private Bag X12 
VREDEN0URG 
7380 


30 November 2009 
Reference; 212S1 REQ0e/D9 

Dear Mr James Fortuin 

MANAGEMENT REPORT ON THE REGULARITY AUDfT AND THE AUDIT OF PERFORMANCE 
INFORMATION OF THE SALDANHA BAY MUNICIPAUTY FOR THE YEAR ENDED 30 JUNE 
2009 

INTRODUCTION 

1 . This management report is provided to the atscounting officer of the Saldanha Bay Municipality 
in connection with our audit of the finandi statements and the review of the performance 
information for the year ended 30 June 20C». 

2. The report contains the following main eiAweclions: 

■ The Auditor-Qeneral's responsibintiee 

• The Accounting otficer’s/authority’s re^nsibilities 

• Significant findings from our audit of the financial statements 

0 Financial matters 
o Governance matters 

• Significant findings from our review of the performance information 

• Significant findings from specific focus areas 

• information on audits conducted oUiwthan on the financial statements 

o Investigalions 
o Performance audits 
o Special audits 

• Ratings of the audit findings 

• Summary of detailed aucfit findings. 

3. Annexures A, B, and C contain information on the detailed audit findings. The detailed findings 
wrere communicated during the course of the audit and indude management’s responses 
thereto. 


Aud/fing to build public confidence 


Auditor^eneral of South Africa 


PrivateBagXI CKampel 7442 • Docex 340 « Tel; +27 (0)21 528 4100 « Fox; +27 (0)21 528 4201«wsvw.agsa.co.za 



THE AUDITOR-GENERAL’S RESPONSIBILITIES 

4. Our responsibility is to express sn o(mion on the firtancial statements and to report on findings 
related to our review of perfcymance infixmation. Our engagement letter sets out our 
responabilities In detail. These indude the foBoviring: 

• Planning and performing the audit to obtain reasonable assurance about whether the 
financial statements are free from malehal misstatements, whether caused by fraud or 
error. 

• Performing procedures to obtain audit evid^ice about the amounts and disclosures In the 
financial statements. The procedures seeded depend on our Judgement, including the 
assessment of the risks of material misstatement of the financial statements. 

• Considering Internal controls relevant to the witity's preparation and fair presentation of the 
financial statements. 

• Evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by management 

• Evaluating the overall presentation of the financial statements. 

• Expressing an opinion on the linandal statements based on the audit in accordance with 
the International Standards on Auditing (ISAs). 

• Evaluating non-compliance with appHc^e legislation relating to financial matters, financial 
n^agement and other related malWs. 

• Evaluating the appropriateness of controls, systems and processes to er^ure the accuracy 
and completeness of reported performance iitiormation. 

• Reading other Information In duumenis containing the audited financiei! statements. 

5. Because of the test nature and other inherent limitations of an audit, we do not guarantee the 
completeness and accuracy of the finartcial statements or performance information, or 
compliance vrfth all applicable legislation. 

Having formed an opinion on the finanda) stettements we may draw the user’s attention, when 
In our opinion It Is necessary to do so, by way of additional communication In the auditors 
report to; 

• a matter, although appropriately presented or disclosed in the financial statements, that is 
of such import^ce that it is fundamental to user’s understanding of the financial 
statements; or 

• as appropriate, any other matter that is relevant to the user’s understanding of the auditor’s 
responsibilities or the auditor's report. 

These Items are normally included under the headings 'emphasis of matter’ and ‘other matters’ 
respectively in the auditor's report and include an indication that they do not affect the auditor's 
opinion. 
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THE ACCOUNTINQ OFRCER'S RESPONSIBILITIES 


6. The accounting officer’s responsibilities are set out In detail in the engagement letter. These 

include the following; 

■ The preparation and fair presentation of the financial statements in an»rdance with the 
applicable basis of accounting. 

• Designing, implementing and maintaining internal controls relevant to the preparation of the 
financial statements. 

• Selecting and allying appropriate acctMjnting policies, and making accounting estimates 
that are appropriate In the circumstances. 

• Disclosing known instances of non-com(:diance or suspected non-compliance with laws and 
regulations, of which the effects should be considered when preparing financial statements. 

• Monitoring and reporting on performance against predetermined objectives. 

• Providing access to all informaU^ that is relevant to the preparation of the financial 
statements and perfdmiance information, such as records, documents and other matters. 

• Disclosing all matters concerning any risk, allegation or instances of fraud. 

• Accounting for and disclosing related relationships and trai^actions. 

SIGNIFICANT FINDINGS FROM OUR AUDfT OF THE FINANCIAL STATEMENTS 

RNANCIAL MATTERS 

Material miaatatements not corrected at the data of this report 

7. The following misstatements were as a reMjft of the auditor not being able to obtain sufficient 

appropriate audit evidence, due to the documentation or information requested not having 

been made available by management 
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8. Overall rsnection on the governance framewotk based on internaJ control deficiencies 

The control environment establishes the foundation for the internal contrd systern by 

dS™ ddd dtriicture. It sets the lone ot the organieetion, inlluerana the ^rtro 
SSiousnees of Its people. The control anvironmeol has a pervasive etfeol on control 
consciousness and effectivertess within the enSty. 

From the abovementioned findings, it is dear that the 

areas of responsibility and lines of reporting to support effective con^l 

The munidMl manager is performing his duties in an -acting capacity. This impairs the level of 

foSS ^ft that can S expeSed on exercising oversight responsibility over financi^ 

Sporting and internal control. Furthermore, the post of chief financial 

filled and adequate delegation of respon^ily for the management of the abovementioned 
account balances and monitoring the related performance does not occur. 

The finandal reporting department is also reSant on other departrnents within the munld^ity 
for effective con^l over underlying accounting records, for example, the traflic 
fines administration and resorts for fadllties administration In remote areas re^nu^ 

the project management department for unpaid and unspent grants, housing development fund 
and capital commitments. 

The staff needs and resourcing requirements has not been 

whether the staff establishment is appropriate lor the needs to the 

in the light of the current vacancy rate of 22%. In pajllcular an ass^ment nee^ tote 

perform^ of the requirements for additional technical skills to Impro^ J© 

toe finance unit and the need for adtftional general accounting staff to address the current 

shortage. 

Internal audit and the audit committee has not conducted its activities in a focuwte manner ^ 
performing a detailed risk analysis of the municipality based on fte^or ve^ auPrt finto^ 
to ensure toe financial reporting risks of the munlapaJity are mitigatte. in 
committee has also not provided sufficient oversight in evaluating the yrorit of internaJ audit to 
ensure Its audit effort is focussed on the key financial risks of the munlcipalrty. 


Control activities comprise toe poFicies. procedures and practices that ensure that management 
objectives are achieved and risk mitigation strategies are practised. 

Manual or automated controls are not designed to ensure that the transactions occurred, are 
authorised, and are completely and accurately processed. 


Furthermore, actions are not taken to address risks to toe achievement of financial reporting 
objectives. This includes regular recondiialions of underlying accounting records, design and 
implementation of a fraud prevention plan and a detailed risk analysis. 


The above matters will be Included in our audit report as the basis for the trie audit 

opinion. The root causes/internal control deficiencies Indicated above will be included in tabular 
format under ‘other matters' in our audit repwt. 


Material misstatements corrected during the audit 

9, The following represents toe material misstatements arising from a difference between the 
amount, classification or presentation of a reported finandal statement items and the amount. 
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r>ifl«ificaiion or oresentalion that is required for the time to be in accordan^ with the 
iplfcaMffInanciS framework. These misstatements were identified ^^9 
Snooted by management. These misstatements were not prevented or dete^ ^ t^ 
municipaliys sys^ of internal oontrol. We urge management to implement improved 
controls over the matters reflected as the root cause for the misstatement. 
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Funding of pperatlons/nnanglal sustalnablllty/Going concern 

1 0. No matters to report 

Qualitative aspects of accounting practices 

1 1 . No matters to report 
Meterfal iosses/impairments 

1 2. No matters to report 

Unauthorised/fruitiess and wasteful/lrreguiar expenditure 

1 3. As disclosed in note 45 of the financi^ stetements. the municipality paid a sever^e amount 
of R709 610 during the prior year to one of Its staff members who, at the time 'rf bei^ 
employed by the municipilty. vras engaged in work other than the work of the municipai^^- 
This is a contravention in terms of Schedule 2, paragraph 4(c) of the Municipal Systems Act, 
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2000 (Act No. 32 of 2000). Even though Sie payment was authorised by council, the reasons 
for the actual payment were not appropriately documented. Consequently the administration to 
not give effect to the Council dedston. 

1 4 As disclosed in note 44 of the finandal statements, the municipality has disclosed fmitless 
wasteful expenditure of R101 077, which was incurred during the prior financial year. Tte 
investigation to finally condone or recover the money from the person responsible was not 
finalised at the dale of this report. 

An emphasis of matter wiil be included in our audh report highlighting the above mentioned 
matters. 

Budgetary control 

15. The municipality has under spent its budget 1^ R49 788 148 which equates to 12.6% of 
budgeted expenditure for the year under review. This primarily occurred In the expenditure on 
grants and subsidiss. 

Accounting discipline 

16 A recurring issue in recent years is the diallenge with regard to the componentisation of 
property, plant and equipment, aocounling fa- the housing fund and reconciliations not 
perform^. 

Componentisation in terms of GRAP 17 

ORAP 17 requires that the total expenditure of an asset be aliocaled to its component parts 
and account for each component sepa-atefy, particularty when the component assets have 
different useful lives. In this regard, the munidpaJity did not account for certain Items of 
property, plant and equipment separatdy In so far as they relate to the erection of new 
buildings and infrastructure assets. 1 could not determine the extent of Instances to which this 
occurred, and consequently, I was unable to determine the extent of the error on the related 
depreciation and accumulate depreciation. 

Land and Buildings is also not shown separately as required by GRAP 17 

In terms of the GRAP implementation |fen prepared by the chief financial officer on 7 May 
2009, the estimated date for being fully ain^liant with all the GRAP standards was 30 June 
2009. However, the chief finandal officer unefer estimated the extent of the exercise to perform 
the unbundling of the infra structure assets and the municipal manager did not apply sufficient 
oversight in this regard. 

Other financial assets and trade and other receivables from exchange transactions 

The abovementioned balances include debtors relating to the housing fund which was qualified 
in the prior year audit due to a lack of available infamalion. Similarly, in the current year we 
were unable to obtain sufficient and aRxcqxiatB audit evidence to verily that these debtors 
balances are disclosed at an appropriate value. 

Unp^ conditional grants unspent conditional grants 

Due to weak document management and no reconciliation of information between the finance 
department and the engineering departnent. the municipality was unaWe to provide 
appropriate and adequate audit evidencs to verify certain bonces within the Unpaid 
Conditional Grants note 6 amounting to R20 484 411 and the Unspent Conditional Grants aid 
Subsidies note 1 6 amounting to R29 050 219. 

Consequently, we were unable to verify the rights and obligations, completeness and valuation 
of the abovementioned balances. 
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O^er receivables from non-exchange iransacifons 

Other receivables from non-exchange transadions totalling R40 375 501 disclosed in note 6 to 
the annual finandal statements indicates: The credit quality of trade arxl other receivables that 
are neither due nor impaired can be ass^sed by reference to external credit ratings (if 
available) or to historical information about counterparty defauit rates.* However through 
enquiry of management we established that diis exercise was not perfomned and no evidence 
is available to demonstrate that a process to evaluate the recoverability of these funds from 
other institutions or the credit worthiness of these institutions was performed. 

Potential revenue loss and other losses 

The munidpali^ has challenges In ensuring the completeness of traffic fine income and income 
from rented fadBties due to inadequate reoMvaiations being perfonned between actual income 
and anticipated income by the supervisors of the rental facilities and traffic department with 
overall oversight by the finance unit 

inadequate recondliations by the fmance unit between the building plans completion 
certificates and adjustment of property v^ues on SAMRAS as well as between the valuation 
rolls and the property values captured on SAMRAS cause a potential loss of rates Income. 

Furthermore, inadequate recondliations are performed by the finance unit between the rental 
deposits register and the amounts on SAMRAS. causing potential cash fraud. 

The serious nature of the above requires the Council and top management to develop and 
implement a comprehensive plan to address ttte shortcomings to improve the ensuing audit 
outcomes. 

Financial Indicatorahatlos 

1 7. No matters to report 


Significant uncertaintiee 

18. No matters to report 
Rnanclal reporting aystems 

19. Information systems audits and Internal control 

Information systems (IS) controls play a significant rde in determining the effectiveness of internal 
controls. Weak IS controls severely diminish Uie reliability of other internal controls associated with 
an application. Without effective IS controls, o&w controls may be rendered ineffective by 
ovenide, circumvention or modification. 

20. Controls subject to information systems audits 

Internal controls are the controls estabiidied by management to ensure the accuracy 
completeness and validity of accounting reewds. The internal control environment of an entity 
consists of the following; 

■ General controls (such as change cmtrols, disaster recovery/ business continuity 
contingency measures, operational controls, service level agreements. IT governance 
structures, system development and n^work controls) 
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• Programmed controls and programmed accounting procedures (controls built Into a 
computer program to prevent or detect Irregularities), which have replaced manu^ 
operations of an accounting nature 

• User controls, I.e. manual user controls implementsd by every department to prevent or 
detect errors or Irregulartties, which ^pically comprise manual renews, analyses, 
compeulsons and reconciliations 

21 . General control review 

General controls form tiie foundation upon which the controls of all application systems in a 
computerised system environment are based. General controls are designed to ensure that 
computerised information processing takes place in a reasonably controlled environment. 

An information systems (IS) audit was conducted of the general controls surrounding the 
IrTfo-matlon technology (IT) snvironmertt wHhin which tire SAMRAS Application System operate. 

The following processes were reviewed and found to be inadequate and ineffective: 

IT governance 

• FT governance policies and procedures not in place and/approved 

• IT security policy not approved 

• Functions of information securi^ officer not allocated 

• IT strategic plan not In place 

• IT steering committee not functioning effectively 

Business continuity 

« Business impact analysis (BIA). disaster recovery plan (DRP) and business continuity 
plan (BCP) not approved 

• Backup standards and procedure inadequate and not approved 
Service level agreement 

• Service level agreement between the swvice providers and the auditee not renewed 
Change control 

• Change control procedures/st^dards not In place 

• Pnjcedures In respect of change request, approval of change, testing, closure of 
change, configuration managem^, source code version control, definition of 
environment (development, quality assurance/tasting and production), patch 
management, application upgrade not adequate 

• Programmers allowed access to production environment 

Operating system and logical security 

An automafed security tool (SekCheK) was used to evaluate the logical security of the UNIX 
operating system and revealed the following shortoomings: 

• Ftolicy settings not adequate 

• Password controls not ^equate 

• Security parameters not se^ot set to provide optima! security 

• Account logging not properly manned 


Pas»9o( 16 



Physical and environment 2 U controls 

• Physical accsss to sensitive areas such eis computer rooms, operations, network rooms 
and backup storage facility not contrc^ed 

• Visitors' access to sensitive areas not 8 if>Brvis 0 d 

■ Access logs not monitored and reviewed by an independent p^on 

• Environmental controls such as the uranterruptible power supply (UPS), air-conditioning 
system, smoke detectors arxf sui^sression systems not maintain^ and a generator was 
not In place 

Lack of segregation of duties 

• IT personnel allowed normal userfunctiMis without being monitored 


Revision ol the previously issued financial statements 

22. No matters to report 

Accounting reforms 

23. The finandal statements have been prated in accordance with the standards of GRAP. 

However the municipality did not fully cornply with GRAP 1 7 in so far as the componentisation 

of assets is concerned. 

GOVERNANCE MATTERS 

Material Inconsistencies In other information included in the annual report 

24. No maflers to report 

Internal audit 

25. Although the municipality has an irrtemat aucfil diviston. the effective functioning of this function 

is constrained by the following: 

• No quarterly reports on Performance Management was issued or submitted to the 
Nkinicipal manager and the Audit committee. 

• No reports were submitted by the internaJ audit department on the progress made on the 
implementation of the internal audit plan. 

• Internal audit did not perform all the piarned audits detailed In the internal annual audit plan 
during the year under review. The audit plans were not based on an appropriate risk 
assessment of the munidpality. 

• No signed declaration of independence certificates could be obtained from the Internal 
Audit Department for audit to verify the independence of the internal audit department for 
the financial pwiod urxler review. 

• The internal audit reports issued were no! signed by the Head of internal Audit or 
designated official as evidence of ^^val of the reports and presented to the Audit 
Committee. No follow up audits were performed to ensure that management actions wwe 
taken with regard to the recommendatlOTte and comments by Internal audit. 

• Duririg the current financial period the internal Audit Department performed management 
functions such as the function of revising supporting documentation submitted for 
payment by the municipalit/s officials which impacts on the Internal Audit's objectivity and 
independence and also resulted in the internal audit plan not being executed fully. 

• A comparison of the internal audit job incumbent requirements and qualifications of an 
internal auditor and the qualifications of the present staff in the internal audit component 
revealed that the qualifications presently held by the current staff is not sufficient. 


Page 10 of 16 



• The traning presented to the irrtem^ audit component during the year under review is very 
informal and needs to be formalised. 

Audit committee 

26. The audit committee did not meet at least four times during the year under review. 
Furthennore, the audit committee did fwt evaluate the effectiveness of the internal audit 
component. The Council did na evaluate the effective functioning of the Audit Committee 
against the requirements of section 166<2} of the MFMA. 

Management of dak 

27. The municipality has not undertaken a risk assessment to assess any risk of fraud and has 
consequently not developed a fraud prevention plan, as required by the MFMA. 

28. Adequate reconciliations are not being p^’formed as referred in paragraph 17 above and 
there is a high rate of staff vacancies (average of 22% for the entire year), which impactt 
negatively on adequate segregation of incompatible key functions. 


29. These fraud risk factors together vdth the fact that internal audit and the audit committee did 
not futfill their responsibilities substanti^ly as required by sections 165 (2) and 166 (2), 
respectively, increases the munidpalit/s susceptibility to fraud. 

30. The municipitirty has ap^inted a consutlant to address and rectify accounting matters raised In 
prior year's audit. Even though progress been made to address certain of the accounting 
related matters that were raised in the prim* financial year, other matters remain outstanding 
due to a lack of leadership involvement (CouncG and managemant) in addressing the prior year 
matters as well as a lack of focus on these matters by an effective internal audit and audit 
committee function. 

Unavailability of key personnel 

31. During the audit several staff were not available and inter alia include the following: 

• The CFO was on annual leave in August and on sick leave in September and October. 

• The municipal manager was unavaiable as he was on an overseais work trip for a week 
and a half from the 23''^ of September 2009. 

• A certain IT official was not available for two weeks to assist In the understanding of 
SAMRAS. 

• The consultant employed to assist the auditors was based in Pretoria for the first 2 weeks 
of October 2009, which was a critical period during the execution of the audit and 
communication had to be conducted via telephone and e-mail which delayed the audit 
process. 

Furthermore, it should be noted that a Human Resources report indicated an average vacancy 
rate of 22% per month for the entire financial year under review. From the 157 vacant posts, 
76 funded posts remained vacant for a period oi twelve months and longer. 

Adequacy and competence of financial reporting personnel 

32. The municipality urgently need staff with the appropriate skills and experience to capacitate the 
finance department. Sufficient Ironing needs to be provided to the existing finance team, 
especially on QRAP. The post of cKef financial officer is presently temporarily filled by an 
official from the finance department Furthennore, it appears that transfer of skills between the 
consultant and the staff of the munidpaiily did not occur to date. The total fees paid to the 
consultant Is R3 1 5D 651 for the ye^v' under review. 
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Unavailability of expected Infbrmation 

finance staff. 

Late submlaalon of financial statementa 

34. No matters to report 


Related parttee 

35. No matters to report 


Peiformanee rewards 

36 The municipality awarded a performance bonus to the Acting Municipal Manager to 

R6 OM HS^ernc performance agreement could be obtained for 
performance measures are in place to determine the value of the monthly performance bonus 
paid. The matter has been referred to Coundi for consideration. 

Non*compllanca with applicable lagi^atlon 

37. The following legislative requirements were not complied vrith. 

Municipal Systems Act, 2000 (Act no. 32 of 2000) 

. Section 14(2)(a) requiring that coundl appoints a perfbimance audit 

• Section 46 and 46 requiring the municipality to prepare for each financial year a 

L parfo^ance of the municipa^ ^ fo°r 

providers, as well as a comparison of the performance with targ^ set for and performance 
in the previous financial year and measures taken to improve performance. _o,,,a.tv 

• Section 80{1)(d) requiring the establishment of a process or mechanism to regularly 

the S estebIteLem and, if neceesehr, revi^ Se 

remuneration and conditions of service. This process should have been performed by the 

municipal manager or his delegated official. . . _ • i • * -.m* Thara is 

■ Schedules 1(5) and 1(7) requiring all councillors to declare their financial interests. There is 
no ^o “naSd pro^s by ire ^rridpal manager to ensure that councillors declare their 

interests. 


Municipal Planning and Performance Management Regulations: . .v..mi^iaai»v/'s 

. Regulation 14 requiring intemaJ audit to assess the functionally of the 

performance management system, whether the municip^itys perfomanw l^ja^gernert 
^tem complies with the Municipal Systems Act. the extent to ! 

performance measurements are reliable in measunng performance of municipalities on 

indicators. 

• Section 1 29(1 ) which requires the council to approve the 2008 annual report. 


The above matters of non-compliance will be included in my audit report under the section ‘other 
matters”. 
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SCOPA / Oversight resolutions 


38. No matters to report 


Key governance responsibilities 


39. -me MFMA tasks the accourrting officer v«th a number of sSe 

and risk managemerrt and internal control. Many ot these have been addressed in de al a^e. 
The table beSv reflects how certain of the financial and ^ 

matters Included under the reporting on performance information below, will be reported in the 

auditor’s report. 
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Audit oommittee 
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• Tha audh oomrninaa ooaralas in accordance whh approved, written lerfne of rWerenee. 
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A risk assessment was conducted on a regular basis and a nsk tnan^amert stra^. wnicn 
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MFMA. — 

■ 

■ 

Im 

nalenafions of reroonsibilitv ate ei place, as m( oul insecbonTSotIheMI-MA. 


J — 1 

luTiT 


1 

1 ll 

Tt., ...... ..Mf KrttKrwwr havB haan ciBiatantiaav nririrnsrsed. 

!■ 

r«>yiaians have been substanSatv impIc.'nonMd. 

N/a 

■■WTT 

BaralallnatathereDartirKiaf DafwiiiwioeeilOliliaUon — 


15. 

The information systems were appropriawiofacIWalethe latvwulion ot a paiuiiianca repon mat 
le amimlB end comolele. — — 


■ 

16. 


m 

m 

17. 


II 

■ 

In 



■ 


The above table will be included my jujdit r^»rt under other matters. 
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Achievement of good practice indicators 

The following good prartices are the drivers of audit results. We have indicated our 
assessment of the municipality's achievement of these good practices, based on the matters 
included elsewhere in this report. 

— Good practice I Y I N 

1 Clear trail of supporting documentatior) that is easily available and provided •/ 
timeousty. 

Quality of financial statements and related management information. 7“ 

Timeliness of financial stalem ertts and management infonnation. "7 

i^ailabit ity of key officials during audits. 

Development and compliance with risk management and good internal 7” 

control and governance practices. 

1 6 I Leadership/supervision and monitorir^ " 7 “ 

40. Significant difficuHies were experienced during the audit concerning sufficient, adequate and 
continuous support and explanations for information provided. There is lack of leadership and 
te^orSily fill^ finance department due to the position of chief financial officer being 

monitoring and supervision is not undertaken to enable an assessment of the 
^e^ivenMs of internal control over financial reporting. This situation has led to a disclaimer of 

municipality was not able to adjust its financial statements 
during the audit, based on all the findings of toe auditors. 

In with the prevalence of material misstatements in financiai statements that have 

^ municipality needs to provide training to all staff on 

I 3S W6n dS tO! 

• a ^rategy that has the overall aim to Improve financial management controls In 

orderto produce accurate financiai statements. »*uiuioi8 in 

• ^bject the fin^clal statements to a quality review before they are submitted for auditing. In 

internal audit and the audit committee can play a crucial role in the review 

W™ !S ® discipline to perform daily reconciliations to enable the 

monthly compilation of financial accounts and management information for regular oversight bv 
management, audit committee and council. ” ^ 

^ ® nationally in this regard. National Treasury and the 

Provincial Treasury should play a leading role to assist the municipality in this regard.^ 

MF Jf ^^P^fisibillties for toe year, as set out in 

^ committee did not meet at least four times during the 

kitemal audT'^non^®''" committee did not evaluate the effectiveness oHhe 

pS^anc^ component and there was no evalualron by council of toe audit committee-s 

43. The internal audit division did not substantially fulfill tts responsibilities for the vear under 

ylef un?erl!!'^S^ 

design and hipiementatjon of internal control in the municipality. 

» a lack of controlover 

LndS otheJ conditional grants, other financial assets 

ana trade and other receivables from exchange transactions, property, plant and eaulomenf 

su"bst3ra?dro£JS.^ year^^dKnS: 
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45. The strategic plan, the functioning of the performance management system, information 
systems and the control processes and procedures were not appropriate to facilitate the 
preparation of a performance report and consequently no performance information was 
submitted for audit purposes. 


46. The municipality did not provide the au^rs with performance information for the past two 
years. The S«vice Delivery and Budget Impiementation Plan (SDBIP) which gives effect to 
the Integrated Development Plan (IDP) and budget has not been approved by Council and 
signed off by the Mayor for implementabon as required by section ffl(1}(c)(ii} of the MFMA. 
Furthermore, performance agreements forthe section 57 employees have only been signed for 
the period 1 January to 30 June 2009. 

SIGNIFICANT RNDINGS FROM OUR REVIEW OF THE PERFORMANCE INFORMATION 

47. An annual performance report of the municipality prepared in terms of section 46 of the MSA, 
as required by section 121(3}(c) of the MFMA was not submitted to audit, primarily because of 
the aforementioned reasons. 

SIGNIFICANT FINDINGS FROM SPECIFIC FOCUS AREAS 

48. No matters to report. 

INFORMATION ON AUDITS CONDUCTED OTTfER THAN ON THE RNANCIAL STATEMENTS 
Investigations 

49. A forensic Investigation la currently being conducted into alleged Irregularities in sun^ly chain 
management Involving current and past employees of the municipality. The Investigation was 
still ongoing at the date of this report. 

Performance audits 

50. No matters to report. 

Special audits 

51 . No matters to report. 

RATINGS OF DETAILED AUDIT RNDtNGS 

52. For the purposes of this report, the detailed audit findings included in annexures A to C have 
been classified as follows: 

• Matters to be included in the auditor’s report 

These matters should be addressed as a matter of urgency. 

• Other important matters - defidendes that oould adversely affect the entity's ^lity to 
Initiate, record, process and r^rt finandal data condstent with the assertions of 
management on the finandal statements and in accordance with the applicable basis of 
accounting. Unacceptable risk that errors and Irregularities may occur that will not be 
prevented <x detected by the internal contrds in good time. 

These rriatters should be addressed wiOm the next 12 months. 

• Administrative matters - non-material non-compliance with applicaNe legislation, or 
mlsstatem^its in the financial statements thaA^ are unlikely to affect the decisions of a user 
aixl do not affect the financial statements as a whole, or opportunities for improvement, or 
other matters of governance interest 

These matters should be addressed at the discretion of the entity. 
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53. Failure to address matters r^rted in a particular category may result in the matter being rated 
as more significant In the next finaiKlal year. 

APPRECIATION 

54. We would like to express our appreciation the courtesy extended and assistance rendered 
by the staff of the Saldanha Bay munldpalty during the audit. 

Yours sincerely 



Corporate Executive 

EnqutteK Baatiisr Rahkn 

Tel^ane: (021)520 4134 

Fw: (021)5284201 

Erail: Buhlarndas6a.ao.za 


Distribution: 

CFO 

Audit committee chair 
Head of Internal audit 
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ANNEXURE A: MATTERS AFFECTING THE AUDITOR’S REPORT 

PROPERTY, PLANT & EQUIPMENT: FULLY DEPRECIATED ASSETS NOT 
DISCLOSED ON ANNUAL FINANCIAL STATEMENTS 

Audit finding 

During the audit of properly, plant and equipment, it was Identified tfiat there are 1052 
items of infrastructure assets in the asset register with a nil rand value (original cost 
R21 9,888,371 ). These assets are shown as fufly depreciated in the asset register. In the 
previous flnanciai year when GAMAP 17 was adopted, the infra structure assets had to 
be recognised in terms of their component parts. Hovirever, since this exercise was not 
performed, it was consequerrtiy not possible to assess the assets useful lives, residual 
values and related impairment. The conYxmentisetlon exercise was also not performed 
in the current finandal year. Note 10 to the annual financial statements simply indicates 
that the 1052 assets are fuily depreciated. 

Root cause 

Control activities - Actions are not taken to address risks to the achievement of financial 
reporting objectives. 

The municipality did not commence the full GRAP 17 implementation project In the 
2008/09 bocrik year. 

The finance department does not have the capacity or the technical skills and know how 
to implement the requirements of the Generally Recognised Accounting Framework for 
property, plant and equipment. 

Risk 

Property, plant and equipment may be materially misstated in the financial statements. 

Recommendation 

The cost or fair value of any fully depreciated prc^rerty, plant and equipment that is still In 
use should be determined with reference to tee measurement requirements of residual 
values and useful lives and be disclosed In financrel statements accordingly. 

Management response 

We are aware of the assets on the asset register that are fuliy depreciated. These 
assets form part of infrastructure and win be re-valued under the unbundling process of 
infrastructure. 

Because this is a time consuming and costly process, the municipality was not able to 
launch this project in the 2008/09 book year. We have continuously discussed the issue 
around the unbundling of the infrastructure assets with National Treasury and Provincial 
Treasury in order to disclose upfront teat this wit be an unresolved matter as at year end 
30 June 2009. 
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we have applied fer fundinQ and are awaitlno feedbag in order to resolve the matter of 
unbundling the infrastructure assets as soon as possible. 

SrSSSSSaSSrK 

Annual Financial Statements. 

Auditor's response 

yeai'T audit. The property, plant and equipment balance will be qualrfied in the audit 
report in this regard. 
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PROPERTY, PLANT & EQUIPMENT: GRAP 17: FIXED ASSETS 


Audit finding 

Land & Building is not shown separately as required under GRAP 1 7. 

The following are extracts of the relevant GRAP 17 paragraphs which support the 
abovementioned finding: 

In relation to land and buildings, par^raph 66 states: 

•Land and buHdings are separable assets and are accounted s^rat^, even 
they are acquired together. With some excepttons, such as guames and srtes ^ 
landfiil, land has an unlimited useful life and therefore is not deprectated. Butldti^s haw 
a limited useful life and therefore are depreoaWe assets. An »ncr9^e m the va/os of the 
land on which a buiiding stands does not affect the determination of the depreciable 
amount of the building. 

In relation to depreciation, the following paragraphs are relevant. 

Paragraph 53: “Each part of an kern of property, f^ant and equipment with a cost that is 
sig^icant in relation to the total cost of the item shall be depreciated separately . 

Paragraph 54: “An entity allocates the amajnt initially recognised in respect of an item of 
property, plant and equipment to its significant parts and depredates ^parately ea^ 
suSipart. For example, it may be appropriate to depreciate separ^ly the airframe and 
engines of an aircraft, whether owned orsubl'ect fo a finance lease . 

Paragraph 55: 'A s/gn/ficanf part of an item of property, plant and ^uipmenti^y a 

useful life and a depreciation method that are the same as the ^eM life and tM 
depreciation method of another s^nfifcanf part of that same item. Such parts may be 
grouped in determining the depredation charge’. 


Root cause 

Control activities - Actions are not taken to address risks to the achievement of tinanci^ 
reporting objectives. The municipality’s finance unit did not have the capacity and 
relevant skills to perform the <»mponentisalion exercise. Consequently, n is in the 
process of procuring additional funding to employee the services of consultants to do 
this exercise. 


Risk 

Non compliance with the requirements of GRAP 17. Consequently, depreciation may be 
misstated. 
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Recommendation 

Management should implement a plan of action to perform a componentisation exercise 
on its entire asset register where appropriate. 

Managemwit response 

Land & Buildings were not categorised separately in prwious book 

however we have created one category for Land and butidings on the ^set 

have not categorised land separate from buildings, but will correct this ^OC^IO 

book year. We have in the meanwhBe received a new general valuation roll which must 

be compared to the asset register In the 2009/1 0 book year. 

It is a very lime consuming exercise, but will be available for inspection before the next 
audit. 

Auditor’s response 

Management comments noted. However, management indicated this is a time 
consuming process and thus for the year under review, this matter remains unreMlv^ 
Management's intention to resolve this in the future will be ‘oHowed “JP 
year's audit The property, plant and equipment balance will be qualified in the audit 

report In this regard. 
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REVENUE: FINES AND REfiTAL OF FACILTTIES 


Audit linding 

During the audit of revenue, it was identified theft Iher^ are inadequate ^ntrols t™ 
the completeness of revenue, where the recording of services and the cash collections 
thereof occur outside the SAMRAS system. 

These operations include the collection of traffic fines and the collecfion of ''ental for 
facilities which Include reservation of resorts, holiday accommodation and hinng of halls. 

There is no system of control over the completeness of I^c ^‘*'6 revenue and reirenue 
from rerrtal of facilities on which reRance could be placed for audit L 

not perform aftemative audit procedures to obtain reasonable assuraiice that all revenue 
from traffic fines and rental of facilities had been completely accounted for. 


Consequently, we were unable to satisfy ourselves in respect of the completeness and 
accuracy of revenue pertaining to traffic fines and rental of facilities. 


Root cause 

Actions are not taken to address risks to the achievement of financial reporting 
objectives. 

Manual or automated controls are not designed to ensure that the transactions have 
occurred, are authorised, and are completely and accurately processed. 

General Information technology controls have not been designed to maintain the integrity 
of the information system and the security of Vie data. 

Traffic Rnes 

Appropriate policies and procedures do not exist to ensure that traffic tines are 
completely and accurately accounted. 

Reconciliations between the traffic fines issued 'in the traffic fine books and the traffic 
fines recorded as issued in the traffic fine system are not performed. 

The municipality has limited control over receipts and receipting of funds for fines 
received at the courts and the police stetions. 

Receipts from the courts are not reconciled and matched to the traffic fine system for 
fines paid at the courts. 

Rental of facilities e.g. resorts and halls 

Appropriate policies and procedures (to not exist to ensure that rental of facilities are 
completely and accurately accounted. 
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Reconciliations between the booking forms/application forms completed and the receipts 
recorded in the cash summary and SAMRAS system are not performed. 

Booking forms/appllcation forms are not pre-numbered; neither pre-printed nor are there 
access controi and custody controls over the booking/appllcation forms. 

Receipts as per the receipt books are not reconciled and matched to the receipts on the 
SAMRAS system. 


In general 

Thera are reconciling bank items which appear In bank reconcili^ons and on the 
unallocated deposits account for which no supporting documentation has been received 
by the finance department in order to jdiocate the funds to the correct vote. 


Risk 

Revenue in annual financial statements may not be complete and accurate. 

The lack of controls over cash collection and management may encourage theft and 
fraud activities. 

RecommerKlation 

Adeauate internal controls should be designed, implemented and monitored to ensure 
that revenue from traffic fines and resorts, halls and other operations where the 
recording of the transactions and the coltectlon/receipt of the revenue occurs outside the 
SAMRAS system Is completely and accurately recorded. 

Management response 

1, J.H.JULIES agreed with the findings of the external auditor and Is of the opinion t^ 

the necessary steps will be taken to ensure the reconcilliation of traffic 

from the Clerk of the Court on a monthly base which starts as from the 30 OctoberzOOa. 


Comments on reconciliation of booking of b^. 

The caretaker’s main purpose at the hail indudes the following: 

Ensure on a daily basis the maintenance of the building and premises also to supervise 
the hall-complex when utilsed by the public or other organization’s especially over 
weekends. To provide a sustainable public fwjility to the community through efficient and 
effective service delivery. 

In practice not one of the caretakers are allowed to receive any money of this council. 
The bookings are made at the cashier and the person bring the receipt to the caretaker 
to confirm the payment 

The caretaker writes the receifrt-number and personal details of the person who hires 
the hall in his or her diary for any further enquiries. 
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Auditor’s response 

Rental of facilities 

We agree with the comments on hiring of halls. However the bulk of revenue rereived is 
for rental of resorts and the audit query raised was more applicable to rental of resorts 
and the auditors finding has not been respondwl to by management. 

Traffic fines 

We would like to emphasize that the audit fifKiing was reported in prior year where It was 
also indicated by management that controls would be improved. However tins has not 
materialized. Furthermore no comment has been received by management reg^mg 
reconciliations between the traffic fines tesued in the traffic tine books and the 
fines recorded as issued in the traffic fine system. In addition the information on the TCS 
has now been comprised. Management should indicate the actions its going to take to 
clean out the TCS system. 
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RECONCILIATION OF HOU^NG DEVELOPMENT FUND 


Audit linding 

The housing development fund balance In rote 21 to the annual financi^ ^tements is 
represented by other debtors of R11 718 637. bank and csash of R25 960 525 aM 
creditors of Rl4a 249. During the prior ye^. we were unable to audit this fund as the 
municipairty did not have adequate controls or accounting records to support these 
amounts. 

A reconciliation of the balances from the pmor year was provided to audit which included 
details of Loans Redeemed, Loans paid tock for unsold dwellings, Interest on counc^ 
loans redeemed, interest on loans (Debtors), Interest on Bank Balance. Rental and 
Reparation Funds, Loss on Rentals. Development Fund, Community Facilities 
movements. 

Even though the total per this reconciliation amounting to R37 530 91 3 agrees to the 
total per note 21, the accounting records did not permit an audit trail to verify how the 
irtoividual balances were calculated. Consequently, we were unable to obtain sufficient 
and appropriate audit evidence to verify that the individual balances within note 21 are 
disclosed at an appropriate value or the fair presentation of the opening balances 


Root cause 

The accounting officer does not exercise oversight responsibility over financial reporting 
and internal control. 

The entity does not identify risks to the achievement of financial reporting objectives. 

The chief financial officer has not allocated responsibility to a specific person within the 
finance unit to manage this account 

Risk 

The validity, accuracy and completeness and valuation of the housing development fund 
is uncertain. 


Recommendation 

Management should provide the abovementioned reconciliation and explanations to 
audit and be aware that the materiality of the amounts involved couH result in a 
qualification of the audit opinion. 

Management response 

As discussed in the audit steering committee on 5 November 2009, we have idenlifi^ 
where the shortcomings are in the fund and undertake to rectify the accounting of this 
fund in the next financial year. . 
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Auditor’s response 

During the discussion of the draft management report, as well as discussions during 
various audit steering meetings, man^emerrt undertook to implement a to 

address all shortcomings with regards to the housing dwelopmenl fund with effed from 
the date the audit report is issued. These corrections will be followed up during next 
year’s audit. As this matter remains unresolved, the housing fund balance will be 
qualified in the audit report In this regard. 
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GRANTS AND UNSPENT GRANTS 


Audit finding 


During the audit of conditional grants (note 6 and 16 to the annual financial stateme^), 
supporting documentation could not be (Plained to verify the outstanding balances for 
the following sample of infrastructure proiecU: 


• Taxi rank - Vredenburg 

■ Suiweringswertce Shelly point 

• Riooisteisel Hopefield 

• Louwville Stormwater 


unspent balance 
over spent balance 
over spent balance 
unspent balance 


R 785 000 
R 161 624 
R 52 303 
R1 470 534 


Due to weak document management and no reconciliation of information between the 
finance department and the engineering department, the municipality was un^le to 
orovide appropriate and adequate audit evidence to verify certain balances within the 
Unpaid Conditional Grants note 6 amounting to R20 484 411 and the Unspent 
Conditional Grants and Subsidies note 1 6 amounting to R29 050 21 9. 


Consequently, we were unable to verify the rights and obligations, completeness and 
valuation of the abovementioned balances. 


Root cause 

Control environment * The organisaUcmal structure does not address areas of 
responsibility and lines of reporting to support effective control over financial repotting. 

The chief financial officer has not allocated responsibility to a specific person within the 
finance unit to manage this accourrt. 


Risk assessment - Management has not specified financial reporting objectives to 
enable the identification of risks to reWakAe financial reporting. 

Control activities - Actions are not taken to address risks to the achievement of financial 
reporting objectives. 

Control activities - Manual or automated controls are not designed to ensure that the 
transactions have occurred, are authorised, and are completely and accurately 
processed. 

General Information tochnology controls have rx>t been designed to maintain the integrity 
of the information system and the security of fire data. 


Risk 
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The debtors and credHors in the annual financial stataments may be materially 
misstated. 

The lack of proper accourrting records and aiformation for financial reporting purposes 
couW encourage mismanagement and mis«v)propriation of funds. 

Recommendation 

A committee should be established with representatives from both project management 
and the finance department to establish controls, procedures and processes to be 
followed to ensure the integrity of flnandal information reported in the financial 
statements relating to grants. 

Proper internal controls should be designed, communicated, implemented and 
monitored to ensure that adequate and reliable information is transferred between the 
two functions. 

Reviews and verification of the Information recorded In the financial stafements should 
be performed between the two functions regularly. 

The excel spreadsheet and each project therein needs to be analysed, corrected, 
verified and reconciled on an ongoing basis. 

Management response 

The capacity currently does not exist In Rnance department to conduct this exercise. 

However, a report has already been submitted on 12 October 2009 to the ^judication 
Committee to obtain approval for an extension under a ‘Statement erf Work’ (SOW) as 
provided for In paragrafrfi 23 of the current Deloitte contract which was entered into for 
inter alia the preparation of the 2008/09 GRAP financial stalemenls. 

The extension was required for assistar«e from the consultant to perform additional 
work in order to fuliy answer/resolve the Auditor General query received on conditional 
grants including any VAT implications and to set up systems/procedures/controls to 
prevent a recurrence in future. 

Auditor's response 

Management response is noted. However due to the severity of the breakdown of 
controls and the materiality of the balances affected, the unspent conditional grant 
balance will be qualified In the audit report in this regard. 
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COMMITMENTS 


Audit finding 


During the audit of commitments, {Note 37 of the annual financial statements) the 
following contracts coukJ not be submitted for audit purposes: 


imir 

Infrastructure 


33B.3M 71O,OO0 


Other 

41 nnn I ao.OOoT 





338.304 710,000 



Consequently, we were unable to verify the whether all the Capital Commitments exists 
as disclosed by the municipality at year end. 


Root cause 

Monitoring * Ongoing monitoring arxj supen/ision are not undertaken to enable an 
assessment of the effectiveness of internal control over financial reporting. 

Inadequate document management. 

Risk 

The commitment as disclosed In note 37 of the Annual Financial Statements may be 
materially misstated. 

Recommendation 

The abovementioned contracts should be located and forwarded to the auditors. 
Furthermore, the commitment note should be adjusted if it is found that the 
abovementioned contracts do rwt exist. 

Management response 

No response had been received from management at the date of this report. 

Auditor’s response 

Certain of the abovementioned conlracte were provided to audit and found to be in 
order. However, approximately contracts supporting approximately R1 0 500 000 relating 
to note 37 are still outstanding. As the commitment note might be materially misstated, it 
will be qualified in the audit report accordingly. 
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FOLLOW UP OF PRIOR YEAR MATTERS 


The following matters were highlighted during the previous year's audit (2007/08), 
however during the follow up of these matters in the current year, It was identified that 
the following remained unresolved. 


(a) Audit report issues 
Fruitless and wasteful expenditure: 

Paragragh 1 4 of the audit report, refers: Severance amount of R709 61 0 p^d. To date, 
no council approval has been obtained and this item has still not been disclosed as 
fruitless and wasteful expenditure in the anrHja! financial statements. 

Paragragh 15 of the audit report, refers; Disclosure amounting to R99 877. To date, no 
council approval has been obtained and this item has still not been disclosed as fruitless 
and wasteful expenditure in the annual finandal statements. 


(b) Management Report issues 

Paragragh 9 of Annexure A of the final management report refers. To dale, no Area 
managers were appointed. The matter remains unresolved. 

Paragragh 4 of Annexure B of the final management report refers: Relocation costs - It 
was Identified that even though officials received correspondence that permission to 
utilise Council's transport to Vredenburg will terminate with effect from 1 Febru^ 2009, 
it was identified that officials are still utilizing these vehicles. All cost incurred from 1 
February 2009, will amount to fruWess and wasteful expenditure and should be 
disclos^ as such. 

(c) Other 

Recovery of legal fees of n30 000. Despite Council Resolutions R32/6-08 and R31/8-09, 
whereby it was decided that the expenses incurred should be recovered from the 
responsible person, no progress has been made in this regard and the matter is 
considered to be unresolved. 


Root cause 

Control activities - Actions are not taken to address risks to the achievement of financial 
reporting objectives. 

Control environment - Integrity and ethical values have not been developed and are not 
understood to set the standard fwfinancid reporting. 

Management has neglected to ensure that all prior year matters are timeously resolved. 
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Risk 

Outstanding issues are not appropriately addressed by management. 

Irregular expenditure may have occurred may not have been accounted for 

appropriately. 

Recommendation 

All outstanding matters should be addressed as a matter of urgency to prevent future 
occurrences. 

The fruitless and wasteful expenditure occurred whilst using Council’s vehicles, should 
be disclosed in the annual finamial staiem^t. 

Management should provide the auditors with reasons why the abovementioned matters 
was not appropriately addressed to date. 

Furthermore, management should Indicate to the auditors any controls implemented to 
address the abovementioned matters. 

Management response 
Reference no .48 of 2009 refer 
Paragraph 14 

A report regarding the severance amount paid of R 709 61 0 will be submitted to council 
during December 2009. 

Paragraph 15 

A report regarding the disclosure of an amount of R 99 877 will be submitted to council 
during December 2009. 

Paragraph 9 

We hereby confirmed that coundl resolved , (106/09-09) council meeting held on 9 Sept 
2009 

(I) that the propose change to the macro structure with regard to the Increased number 
of Area Managers to four be accepted subject to the signing of a separate performance 
agreement; 

(ii) that Messrs Thys , Piaatjies, and Marais be confirmed as Area Managers with the 
understanding that their current remuneration remain unchanged and no upgrading be 
approved. 
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Paragraph 4 

Tha Hr officer served a letter to the relevant officials to terminate the use of council 
transport but the letter was later retracted by the Acting Municipal Manager due to the 
fact that the placement agreement regarding the relocation of employees has not been 
adhered to. Investigations is still under way since clarification has not been completed. 


Others 

An item regarding the recovery of the legal fees will be submit to council during 
December. 2009. (Sien ook Raadsbesluit R31A)8-09) 

See Council ftemR5/7 of 6 July 2009 reg^ding items 148i15. The follow up report 
must be preaerrted by Corporate Services to council. 

See also the following comment that was given on Communication 5 regarding the 
arrear service accounts of Councillors 

During the council meeting held on 24 June 2008, condonation virere requested from 
council for payment of R30 000 made to J Ramages Attorneys In respect of the court 
case dealing with the number of seato of the SaW^ha Bay Municipality on the West 
coast district municipairty. 

Council resolved per council resolution that no condonation be granted for the 

payment of R30 000 to J Ramages Attorrteys and that the Acting Municipal manager, at 
that stage, Shane Cordom, and eleven coun^lors be held liable for the cost. 

Charges were made on the individual service accounts of S Cordom and eleven 
councilors. Complaints were then received from the affected parties, the Director: 
Corporate services and the Manager: Legal services that the Finance department 
misinterpreted Council's decision and requested that the charges for the cost paid to J 
Ramages Attorneys made on the irtdividual service accounts be transferred to sundry 
accounts until a report was taken to Council to consider the rescission of Council 
resolution R32/6-08 on 24 June 2008. 

This report was taken to the Courxal meeting held on 27 August 2009 by the Director: 
Corporate services and resolved per item R31/8-09 that the status quo with regards to 
Council resolution R32/6-06 be mantained. 


Auditor’s response 

Management comments noted. As these matters were disclosed in the financial 
statements, an emphasis of matter paragraph will be induded in the audit report to 
highlight to the users of the financial statements, that the municipality has incurred 
fruitless and wasteful and irregular expenditure. 
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ACCOUNTING POLICY FOR PROVISION FOR BAD DEBTS 
Audit finding 

In terms of the Accounting Standards Apf^iccdsle to Municipalities, paragraph 58 of IAS 
39 Financial Instruments, requires that a munidpalHy shall assess at eacdi balance sheet 
date whether there is any objective evidence tfial a financial asset or group of assete Is 
impaired. 

Objective evidence of impairment of an asset will include indicators of financial difficulty 
or delinquency on the part of the debtor, any concessions made by the lender, a high 
probability of bankruptcy or financial re-oi^anlzation of the debtor or disappearance of 
an active market in the investment arising from a financial problem, significant, adverse 
changes in the technological market eoMwmic or legal environment in which the issuer 
operates, or a significant or prolonged dedlne in fair value. 

The current provision for bad debts is based on a general policy of selecting and 
providing for all bad debts older than 90 days currently amounting to R39 085 466. 


Root cause 

Control activities - Policies and procedures related to financial reporting are not 
established and communicated. 

The development, implementation and monitoring of accounting policies are not in line 
with accounting standards applicable to municipalities. 

Management did not timeously develop the Impairment policy to be In line with IAS 39. 

Risk 

The valuation of debtors may be inaccurate and the estimate for the provision for bad 
debts may not be in line with the accounfing standards applicable to municipalities and 
toe annual finandal statements. 

Recommendation 

Management should develop and approve accounting policies that are inline with 
accounting standards applicable to municipalities. Adherence to the policies and 
procedures should also be developed, impl^ented and monitored on an ongoing basis. 

Management response 

It is currently the policy of toe Munidpali^ to provide for bad debt on debtors older than 
90 Days. The Municipality agrees toat this is not In line with the requirements of testing 
for impairment as per the requirements of IAS 39. To address this deviation the 
Municipality will develop a policy tor the testing of impairment In toe current financial 
year, and will ensure that this policy is implemented in the 091 0 financial year. The 
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Municipality are currerTtly busy with a detailed analysis of the payment trends of the 
debtors. As this analysis is in progr^s and ve^ time consuming there might not be a 
calculated figure available before the audit deadline. 

Auditor's resportse 

The results of the analysis have been provided and the financial statements were 
inspected to ensure that the corre(a adjustments have been made. However, as Ihew 
matters were not prevented or detected l^ the City's system of internal control, this 
matter will be included as an other matter in the management report and the audit report. 
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INCORRECT DISCLOSURE OF PROPERTY, PLANT AND EQUIPMENT DISPOSED 
Audit finding 

We have inspected the property, plant ar^l equipment note 10 of the annual financial 
statements In addition to the cash flow statement and established that the pr^em^ion 
and disclosure of assets disposed amounting to R40, 557, 517 and cash received from 
saie of assets amounting to R41 , 663, 214 are incorrect. 

The account balances and transactiorts are ir fact prior period adjustments and the 
presentation and disclosure requiremente of GRAP 3 have not been applied. 

Consequently, the usefulness, the reilablllly, the relevance and the substance ^d form 
of the above transactions to the user of the financial information is compromised as pnor 
period adjustments are reflected as disposed assets with an inflow of cash which is non 
existent. 

Root cause 

Information and communication - Pertinent information is not identified and captured in a 
forni and time frame to support financial reporting. 

Control activities - Actions are not taken to address risks to the achievement of financial 
reporting objectives. 

Management has neglected to fully apply the accounting standards. 

Risk 

Non compliance to GRAP 3 disclosure requirements. The Income statement, balance 
sheet and cash flow statement may be misstated. 


Recommendation 

Management should amend the Income statement, balance sheet, the notes thereto and 
the cash flow statement to futly comply with the requirements of GRAP 3: changes in 
accounting policies, changes in estimates and prior period errors. 

Management response 

We agree with the finding and will amend Note 10, Nole 39 the Cash Flow Statemem 
and the Statement of Financial Performance to comply with GRAP 3 and the specific 
disclosure requirements. 
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Auditor's response 


Menagement coinments are noted. The tinal adjusted financial statements were 
inspected to ensure the correct adjustments have been made. As these misstatements 
were not prevented or detected ^ the municipality’s system of Internal control, this 
matter will be reported as an other matter in the management report and audit report. 
Management should enforce more slringOTt controls in the preparation of financial 
statements and ensure that similar findirrgs do not occur during the next year. 
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INSUFFICIENT DISCLOSURE IN TERMS OF GRAP 3: CHANGE IN ACCOUNTING 
POUCIES, CHANGE IN ACCOUNTING ESTIMATE AND PRIOR PERIOD ERRORS 

Audit finding 

We have inspected the property, plarrt and equipment note 10 of the annual financial 
statements and established that the presentation and disclosure for the following 
adjustments are insufficient compared to GRAP 3 presentation and disclosure 
requirements for changes in accour^ng pc^icies, changes in estimates and prior period 
errors: 

1 . The change in valuation of land and (xilidings 

2. The change in valuation of other assets 

3. Prior period audit adjustments 

4. The change In application of accounting poHcies 

Consequently, the usefulness, the reliability, the relevance and the substance and form 
of the above transactions to the user of the financial information Is compromised as 
these transactions are disclosed as transfers with brief, Insufficient and inconsistent 
explanations. 

Root cause 

Control activities • Actions are not taken to address risks to the achievement of financial 
reporting objectives. 

Management has neglected to correctiy ^?ply the accounting standards. 

Risk 

Non compliance with GRAP 3 disclosure requirements. 

Recommendation 

Management should amend the property, plant and equipment note 10 of the annual 
financial statements to fully comply with the requirements of GRAP 3: changes in 
accounting policies, changes in estimates and prior period errors. 

Management response 

We agree with the findings as follows: 

1 . The change in valuation of land and buildmgs will be adjusted to reflect the correction 
of these values in the prior period. We will correct Ihis values to reflect In the 2007/08 
financial year in order to ensure compliance with GRAP 3 and to ensure far 
presentation. We will also disclose this information separately in Note 10 in the 
2007/08 year and disclose this same information in Note 39 Prior Period Error to 
comply with GRAP 3. 

2. The change in valuation of other ^ets will be disclosed separately in the current 
year as this Is allowed under GRAP 17 and GRAP 3. We will therefore disclose this 
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total transaction under Note 10 separately and also additionally disclose this same 
information In a note for Change in Accounting Estimates to comply with all relevant 
standards. 

3. We will investigate the disclosure requtr^nwts for Prior Period Audit Adjustments in 
order to comply with GRAP 3. We win amend the Note 1 0 to the financial statemente 
in order to reflect the disclosure requirements. 

4. We will investigate this query, but will need spedfic information with regard to this 
query as this is very vague. We will need the exact instances or examples to which 
there are referred in this communication. 

Auditor's response 

Management comments are noted. The fin^ adjusted financial statements were 
inspected to ensure the correct adjustments have been made to note 10 of the financial 
statements. As these mlsstatemerrts were not prevented or detected by the 
municipality’s system of internal control, this matter will be reported as an other matter In 
the management report and audit report Management should enforce more stringent 
controls in preparation of financial stelements and ensure that similar findings do not 
occur during the next year. 
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VALUE ADDED TAX (VAT) 

Audit findings 

The municipality is registered for VAT on the payments basis. However input VAT is 
claimed at the financial year-end, 30 June 2009 on the invoice basis. 

For financial accounting purposes VAT must be accrued for in the annual financial 
statements. During the audit of the VAT component, it was identified that at year-end 
input VAT on expenditure is accrued. However output VAT of R4, 557,508 on revenue 
debtor's balance is not provided for. 

Municipalities are required to utilize the turnover-based method of apportionment to 
determine input tax permissible on any goods and services acquired by the munidpaiity 
which are partly for consumption, use or supply in the course erf m^ing taxable supplies 
and partly for another intended use. 

Furthermore, the municipality performed an evaluation of its taxable supplies in the 
2006/2007 year-end where the apportionment ratio was evaluated at approximately 
93%. This apportionment ratio has not been reassessed annually as required by SARS 
and the 93% apportionment ratio was af^ied for all years including the 2008/2009 
financial period. 

Root cause 

Control activities - Manual or automated consols are not designed to ensure that the 
transactions have occurred, are authorised, and ere completely and accurately 
processed. 

Control activities - Control activities are not selected and developed to mitigate risks over 
financial reporting. 

The manual journal process does not joumaiise and accrue for VAT Output in the APS. 

VAT reconciliations are not performed and reviewed on a monthly basis by the chief 
financial officer or his delegated official. 

Taxable supplies are not assessed annually and timeousily in terms of SARS regulation. 
The correct apportionment ratio is not caiculaled and applied annually. 

Risk 

Possible non compliance with section 15 23(2) and 23(3) of the SARS regulations. 

Possible penalties and fines could be payable to SARS due to non compliance and 
Incorrect VAT declarations. 

The debtors balance is understated artd the VAT control account is overstated. 

VAT errors are not detected and corrected timeously. 
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Recommendation 

The SAMRAS system should be investigated and adjusted to correctly account for VAT 
at year-end. 

The journal process should allow for ttie accrual for VAT Output for financial reporting 
purposes. 

VAT reconciliations should be performed and reviewed on a monthly basis. 

The VAT control account should be credited and the Debtors balance should be debit^ 
for the VAT output portion of debtors at year end. This entry should be subsequently 
reversed in the new year. 

The apportionment ratio of taxable supplies should be assessed annually and should be 
amended and applied in accordance with SARS regulation where required. 

Management response 

VAT Is handled throughout the year on the payments basis. Unfortunately at the end of 
the financial year the VAT on the orders that is carried forward to the new financial year 
and rot yet paid was included in the VAT return for June 2009. The value of the orders 
amounted to R160 549.31 and the VAT to RIO 536.87. With the orders being earned to 
the 2009/201 0 financial year the VAT was reflected as credits on the applicable account 
resulting in a reduction in the input VAT neutralizing the RIO 536.67 overstated on the 
VAT return for June 2009. Measures will be put In place to avoid the Incorrect treatment 
of input VAT in future. 

Creditors in respect of 2008/2009 have been paid In July 2009. The actual expenditure 
as well as the VAT is reflected m the 2008/2009 financial year. The VAT , totaling R591 
1 47.04, was incorrectly included in the VAT return for June 2009 that was submitted by 
the 25 * July 2009. We acknowledge die feet that the Input VAT on the creditors paid 
between 1 July 2009 and 23"^ Ju^ 2009 should only be included In the VAT return for 
July 2009. However the Induslon of the VAT was not done on a invoice basis as the 
VAT was only accounted for on date of the actual payment of the creditor. The 
necessary steps will be taken to avoid a rewxrenoe. 

It has been communicated by the Head Income that output VAT and the debtors 
balances will be adjusted at year erKi and also for the 2007/8 financial year. 

As the requirement for the annual recateulation of the apportionment ratio for VAT is not 
included in the applicable legislation It was not performed. The apportionment ratio of 
93.14% was calculated on the trial teJance of 2006/2007 and applied in resp^t of the 
2007/2008 and 2008/2009 financial years. To rectify the oversight a recalculation of the 
apportionment ratio on the 2007^008 trial balance has been done resulting iri a rate of 
90.30%. The reduction in the apportionment ratio results in the VAT being incorrectly 
declared by R58 547.73, R8 993.14 in respect of VAT on capital spending and R49 
554.59 in respect of operating revenue and expenditure. 

These abovementioned amounts will be paid to the South African Revenue Service and 
the apportionment ratio will be recalculated cm an annual basis. 
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Auditor’s response 


The amended financial statements were inspected to ensure that the corrert 
has been made. Furthermore, as these matters were not prevented or detected by the 
municipality’s system of irternat control, this matter will be included as an other matter in 
the management report and the audit report. 
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PROVISIONS 
Audit findings 

The annu.1 7 g“" 

fSSL°'o, sS^s-s). par^raph 71 definas a cprraa. liabiiny as 

follows: 

H E S\na .iab1% .or a. 

least twelve months after the reporting date. 

All other liabilities shall be classified as non-current. 

Durlnp our .eadng of provisions, wo " 
disclosed as non-current iiabilifies, as per Note 18. 

Annual Bonus 
Long Service Awards 
Perlotmance Bonus 

Root cause 

Monitoring - The monnorir^ by ™nage",an, to onsuro the corroot troatment of 
accountIrS standards was not functioning adequately. 

Management has neglected to correctly apply the accounting standards. 

Risk 

Non-compliance with GRAP 1 (Presentation ot Financial Statements) 

Curront liability may ba undarstated in g,a finanoiai stafarnama for tha yaar undar 
review. 

Recommendation 

Furtbarmore, tha finanoiai statamanls shouid ba adiustad to ansura tha corraot 
application at GRAP 1 . 
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Management response 

Your recommendation is accepted and the financial statements will adjusted to reflect 
the provisions indicated as current liabilities in stead of non-current liabilities 

Auditor’s response 

Management comments are noted. The amended financial statements were inspected 
to ensure the correct adjustment has been made. As, these misstatements were rrot 
prevented or detected by the municipali^s system of internal control, this matter will be 
reported as an other matter in the manag^nent report and audit report. Man^ement 
should enforce more stringent controls In preparation of financial statements and ensure 
that similar findings do not occur during the next year. 
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RISK management POUCY 


Audit finding 


In tfirms of section 62(1) (c) (1) of the Municipal Finance Management Act, 2003 

No 56 of 2003) (MFMA) 'The accounflng cHicer of a 

managing the financial administration of the municipality and murt for 

all reasonable steps to ensure that the municipality has and 

and transparent systems of financial and risk management and internal control . 


The Municipality does not have a formal risk management ^licy and consequently a 
formal risk assessment was not performed during the year under review. 


It should also be noted that a similar audit finding was raised in paragraph 21 of the prior 
year audit report 


Root cause 


Control environment - The organisational structure do^ 

responsibility and lines of reporting to support effective control over nsk management. 


Control environment - The accounting officer/authority does not exercise oversight 
responsibility over risk management 


Risk assessment - The entity does not determirre a risk stfategy/actlon plan to maraga 
identified risks 


Policies and procedures related to risk management are not established and 
communicated. 


Management awaited the outcome of a forensic investigation to incorporate the findings 
in the risk assessment process. 


Risk 

Non-compliance with section 62(1) (c) (1) of the Municipal Finance Management Act. 
2003 (Act No.53 of 2003) 

The financial, social, political and business impact of any significant risks a^ing the 
municipality is unknown which may affect the going concern assumption of the 
municipality. 


Recommendation 

Management should develop and approve a risk management policy. A for^l risk 
assessment should be performed to identify possible risks and to Implemert con^ls to 
manage and address the identified risks. Adherence to the policies and procedures 
should also be monitored on an orrgoing basis. 
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Management responee 

Your finding is correct. 


Quotations for the completion of a Risk Assessment, and the compiling of a Risk 
Management Policy were invited during October 2009. 


In consultation with the Municipal Manager it was decided not ^ appoint a service 
provider yet, duo to the fact that a forensic investigation that is currently in process. 


The Municipal Manager would like the findings to be available for the risk assessment 
process. 


Auditor's response 

Management comments are noted. However as no risk 'rian^emenrt ^licy exim^ 
during the year under review, this non compfiance will be reported as other matters In 

the audit report. 
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INTERNAL AUDIT & AUDfr COMMfTTEE 


Audit finding 

1 . It Is required by the Municipal Planning and Performance Management Regulations, 
2001 , Regulation 1 4 that any auditing must include assessments of : 

• The functionality of the munlc^rily*s performance management system ; 

• whether the municipality's performance management system complies with the 
Municipal Systems Act, 2000 (Act No. 32 of 2DQQi . 

• the extent to which the municipality's performance measurements are reliable in 
measuring performance of municipdities on indicators. 

A municipality's internal auditors must; 


• on a continuous basis audit the paformance measurements of the municipality: 
and 

• submit quarterly reports on their audits to the municipal manager and the 
performance audit committee during the financial period under review. 

It was confirmed with the Acting Head of Internal Audit and through inspection of the 
minutes of the audit committee h^d on the 14 October 2008, 23 April 2009 and 13 May 
2009 that no quarterly reports on Performance Management was issued or submitted to 
the Municipal Manager and the Audit CommiQee. 

2. Section 165 (2)(b) of the Municipal Finance Management Act. No 56 of 2003 
requires the Internal audit department to advise the Accounting Officer and report to 
the Audit Committee on the implementation of the internal audit plan. 

An Inspection of the Audit commitlea minutes revealed that no reports were 
submitted by the internal audit department on the progress made on 
the implementation of the internal ajdit plan. 


3. Internal Audit Department did not perform the following planned audits detailed on 
the annual internal audit plan during the rinancial period under review: 



iPayroll: Councillors and executive directors 


^SC levies 

Human resourcas: Grievance and Disfrsssa l prooKS 
=l9et Manaijement 
Sudgalary control 

Salaries review 

\<FMA and General Legislative compliance tgvtew 
^Performance Managwnent system 
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IfoIIdw up audits ' 

Furthermore, no audit work relevant to toe auditing of financial statements has been 
performed during the year under review. 


4. No signed declaration of independence certificates could be pi^uc^ by the 

Audit Department for audit to verify toe independence of the internal audit 
department for toe financial period under review. 


S The internal audit reports issued by the Internal Audit Department were not s^n^ 
bv the Head of Internal Audit or designated official as evidence of approval of 
reports and presented to the Audit Committee. No follow up audits were performed to 
ensure that management actions were taken with regard to the recommendations 
and comments by Internal audH. 


6 The Institute of Internal Auditors defines internal auditing as: "an independent, 
objective assuring actMly designed to add value and improve an organisations 
operations. " 

During toe current financial period the Internal Audit Department perform^ toe 
function of reviewing suppotong documentation submitted for payment by the 
municipalit/s officials and this impacts on the Internal Audit’s objectivity and 
independence. 

7. A comparison of the internal audH job incumbent requirements and qualifications of 
an internal auditor and the qualtR^lons of toe present staff In toe InternJ audit 
component revealed that toe qualifIctHions presently held by toe current staff is not 
sufficient. 


8. An inspection of the training presented to the Internal audit component during the 
year under review found that toe training is very Informal and needs to be formalized. 


Audit Committee 

1 It is required by the Municipal Finance Management Act, section 1 66 (4) (b) that the 
audit committee should meet as often as required, but at least four times a year. 

An inspection of the available minutes of toe Audit Committee revealed that the Audit 
Committee only met three times durir^ the finanwal period under review. 

2. Evidence that council has appointed a performance audit committee as required by 
section 14(2)(a) of the Municipal Systems Act, 2000 (Act No. 32 of 2000)(MS^, 
could not be found nor could H be evidenced that the audit committee was utilized for 
this purpose. 

3. No evaluation by the Council of the Municipality of the Audit Committee could be 
provided for audit purposes. 

4. No evaluation was performed by the Audit Committee on the effectiveness of the 
internal audit component. 
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Root cause 


Monitoring - Reviews by internal audit, the audit committee or setf-assessment are not 
evident 


Controt environment - The accounting o^er/authority does not exercise oversight 
responsibiiity over financial reporting and int^nal control. 

Monitoring - Ongoing monitoring and supervision are not undertaken to enabie an 
assessment of the effectiveness of internal control over financial reporting. 

The position for Senior Internal Auditor was not filled. 

Risk 

Non-compliance wth the relevant sections of the MFMA and the MSA. Council mey not 
be timeously advised and assisted in Its evaluation of the adequacy and efficiency of risk 
management, internal controls, accountmg practices, information systems auditing 
processes and performance managernem. 

Recommendation 

TTie audit committee should meet as often as is required to perform Its functions, but at 
least four times a year. The requirements of the relevant sections of the MFMA and the 
MSA should be adhered to ensure compliance. 

Management response 

Comments on Queries 
Number 1 & 2 

This will rectified In the 2009/1 0 financial year. 

Number 3 

The then Head of Internal Audit accepted more Ad hoc assignments that was planned 
and the fact that Creditor vouchers was chedted by Internal Audit. 

The position for Senior Internal Auditor that was budgeted for in the 2008/09 year was 
not filled 

Number 4 & 5 

Will be rectified in the 2009/1 0 financial year 
Number 6 

This function will be transferred to the finance department 
Number 7 & 6 
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In the process of applying at Human Resources for the Internal Audit department to 
undergo lAT Leamership program In 2010. 

Will be going on training courses that will ba provided by National Treasury. 

Number 9 

Will be rectified in the 2009/1 0 financial year 


Number 10 

The Audit Committee charter was changed so ^ committee also fulfill the Performance 
Audit Committee function. 

Council Resolution (13/03-09) 29/5-09 

Number 11 & 12 

Will be rectified in 2009/10 financial year 


Auditor's response 

Managements comments are noted. However, many °*^ese 

the prior year and have not yet been r^olved. Progress in this regard will be followed up 

In the next audit. The matter will be reported In the audit report as 'other matters. 
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DECLARATIONS OF im'EREST 
Audit finding 

Schedule 1 and 2 of the Municipal Systems Act, No. 32 of 2000 

1 . An audit request for information, no 6 of 2009, was issued on 21 August 2009 with a 

response date of two days. This request required the declarations of interest of 
councilors and municipal staff to be presented for audit ? 

legislative requirement in terms of Muntopai Systems Act, no 32 of 2000, Schedule 1 
item 5 and 7 and Schedule 2 item 5, respectively refers. 

2. The following councilors and munidp^ staff members' declaration of Interest have 
not yet been completed and presented ter audit purposes. 

• Councillora 
R.R Snyders 
J.J.Swatiz 
W. Fioris 

• Municipal staff member 
Aldrick Hendricks 

Root cause 

Control Environment - Integrity and ethical v^ues have not been developed and are not 
understood to set the standard forfinanda! reporting. 

Control Environment - Management's philosophy and operating style do not promote 
effective control over financial reporting. 

Conbol activities - Actions are not taken to address risks to the achievement of financial 
reporting objecdves 

The responsibility to maintain a registw of dedaralions of interest for councillors and 
municipal staff was not allocated to a spedfc section or person. 


Risk 

Non-compliance with Items 5 and 7 of Schedule 1 and item 5 of schedule 2 the 
Munidpal Systems Act, no 32 of 2000. 

Furthermore, alleged breaches of the code of conduct could be cornmitted which could 
possibly have an influence on the dtsdosure of related party transactions. 
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Recommendation 


The Municipality should ensure that these declaration of interests we “mplet^ with^ 
the tlmefra^^ of the code of conduct which could speed up the identification and 
detection of related party transactions at an earlier stage. 

Management should inform the auditors why these declarations were not signed and 
filed, as well as why the outstanding dedaratlons of interests were not followed up. 


All completed and signed declaration of interests should be provided to the auditors as a 
matter of urgency. 


Management response 

We send a letter to all councillors whereby we request them to inform us of any changes 
regarding financial Interest. 

At the first council meeting held during this year on 12 May 2009 councillors are inform 
of the legal obligations to declare any charge in their financial status . 

We also send a message by way of sms on 28/09/20D9 to the following councillors 


R.R. SNYSERS 
J.J. SWARTZ 
W. FLORIS 

R. K. ABOOLL 

S. P. FHARO 
J. DE BEER 

The munlcipale official A. Hendriks wras aware of council resolution 21/2/09 which was 
held on 1 2 May 2009 and a blank form vwis handed to him for completion. 

At a council meeting held on 9 Sept 2009 the Speaker requested ail councillors to hand 
in any outstanding forms on 10 Sept 2IXW. 

Any shortcomings will be corrected as soon as possible. 
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Auditor’s response 

The following persons declarations were outstanding and is awaited. 

Councillors 

R.R Snyders 
J.J.Swartz 
W. Floris 

Miinicioal staff member 
Aldiick Hendricks 

The Municipality did not comply with schedule 1 (5) and (7) of Municipal Systems^ 
regarding declarations of financial interests by councillors and the mailer will be reported 
as an other matter in the audit report. 
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OTHER REPORTING RESPONSIBILITIES 
PERFORMANCE INFORMATION 


Submission of performance information to audit 

In terms of section 46 of the Municipat Systems Act. the municipality shouW include its 
performance information in its annual report which should be audited. ™ 

performance information was prepared or submitted to audit during the current year and 
the prior year.. 


Root cause 


Performance agreements for the section 57 employees of the Municip^ Systems Act 32 
of 2000 have only been signed for the period 1 January to 30 June 2009. 


The Service Delivery and Budget Imptemait^lon Plan (SDBIP) which gives effect to the 
Integrated Development Plan (IDP) and budget has not been aPP^^ed by Counci^l and 
signed off by the Mayor for implementation as required by section 53(1)(c)(ii) of the 
MFMA. 


Control environment - The organisa^onal structure does not address are^ of 
responsibility and lines of reporting to support effective control over financial reporting. 

Control environment - Management and staff are not assigned appropriate levels of 
authority and responsibility to facilitate control over financial reporting. 

Control environment - Integrity and ethical values have not been developed and are not 
understood to set the standard for financial reporting. 


Control environment - Management's philosophy and operating style do not promote 
effective control over financial reporting. 


Control activities - Policies and procedures related to performance information are not 
established and communicated. 


Monitoring - Ongoing monitoring and KJpervision are not undertaken to enable an 
assessment of the effectiveness of internal control over financial reporting. 

Monitoring - Reviews by internal audit, the audit committee or self-assessment are not 
evident. 


Risk 

Non-compliance with sections 45 and 46 of the Municipal Systems Act 32 of 2000 and 
section 53 of the MFMA. 
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Recommendation 


The Municipality should promote a culture of performance management among its 
political structures, political office tearers councilors and in its administration and 
administer its affairs in an economical, effectix^, efficient and accountable manner. 

Furthermore, management should indicate the control measures implemented to prevent 
a similar finding during the next year’s audit 

Management response 

No response had been received from management at the date of this report. 

Auditor’s response 

During a meeting held on Thursday 6 August 2009 between the Municipal Manager and 
representatives of the AQSA, It was confirm^ that no performance infonnation for the 
2008/09 financial year will be presented for audit purposes. This matter will be reported 
as other repoilng responsibilities In the management report and the audit report. 
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ANNEXURE B: OTHER IMPORTANT MATTERS 
EXISTENCE OF LONG TERM HOUSING DEBTORS 
Audit finding 

During the audit of long term receivables a sample of Housing Debtors was tested for 
subsequent payments to confirm the existence of debtors. Where no payments were 
Identified, the signed sale agreements were Inspected to confirm the debtor's existence 
and remaining outstanding balance. 

The existence of the housing debtors In the table below could not be verified as no 
payments subsequent to year-end were recorded on the SAMRAS system. Furthermore 
the validity the of debtors txwld also not be verified as no loan agreements could be 
provided ter audit purposes: 


Debtor Name 

ert 

Ace number 

Account Belance 

nw RlItTCRS 

1087 

62001087004 

11.810.00 

0 OCKS 

Stfl 

S20091 90004 

2.109.S5 

JF&BC PAPIER 

94S 

S2009430001 

661.00 

M LOSPF.R 

143 

14001430009 

17.221 00 

BJ BOOYSEN 

Id 

14000190009 

16.071.00 

JJ GOLIATH 

8022 

12080220007 

11 241 00 

JJJ VANZYL 

sees 

22068660008 

20 906.00 


Root cause 

Control activities - Manual or automated controls are not designed to ensure that the 
transactions occurred, are authorised, and are completely and accurately processed. 

Management has experienced dIfficulUes document management since the Housing 
Department separated from the Finance Department in 2004. 

Risk 

Housing debtors disclosed may be misstated and the municipality may have no right to 
recover the outstanding money from the debtors without a valid agreement. 

Recommendation 

Valid agreements should be entered into with all applicants for housing loans. 
Furthermore management should provide support for existence of the above mentioned 
debtors. 
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Management response 

1. Mtssino Files 

• The housing Dept, of SBM has split from tiw Finance Dept in 2004, as this was a 
core function of Finance 

• Files were moved to the current buMing 

• A system was developed whereby files were placed according to area by the people 

now working in the Department « u.l. . 

• As from 2004 most of the senior people that worked in the Housing Dept, either 

resigned or took a severance pack^e 

• New people were employed, some ot the positions even stayed vacant for quite a 

long time , . . 

• Most of the files are in steel cabinets in the Housing Dept , but with no valuable 

information in it. 

• It does not include contracts, interest rates, etc. 

2. Aftemnta bv lha Housing Departm ent to find information 

• The staff of the Department of Housir® did everything In their powers to assist in 
finding these files as requested 

• The problem however is that we often find little or no information In these files 

• We engaged with other Departments such as Rnance and Administration 

• What we find Is that these Deparlinents are not so willing to assist as this is a 
Housing Function to find this Information. This unwillingness brings tension b^en 
these Departments, because they deny that some of the files are not of any value. 

3. What the HousirKi Department would to prevent that this will happen In the 
future 

• We are in the process of acquiring a electronic system (Scanner, Hard Drive) to 
scan this information 

• It will be Area based 

• Information will be easily obtainable 

The Housing Department assures you that we will give our full cooperation in assisting 
the Office of the Auditor General at all times. 

Auditor’s response 

Management comments are noted. However this matter was reported previously and 
the status quo has not changed. Furthermore, as the abovementloned files could not be 
provided for audit purposes, this matter vriil be reported as an other important matter in 
the management report. 


64 


RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


Audit finding 

Other receivables from non-exchange transactions totalling R40 375 501 disclosed in 
note B to the annual financial statements indicates: The credit quality of trade and other 
receivables that are neither due nor impaired can be assessed by reference to external 
credit ratings (if available) or to historical information about counterparty default rates. 
However through enquiry of management established that this exercise was not 
oerformed and no evidence is available to demonstrate that a p^ss to evaluate the 
recoverablirty of tfiese funds from other institutions or the credit worthiness of these 
institutions was performed. 


Root cause 

Control activities - Policies and procedures related to financial reporting are not 
established and communicated. 

Monitoring - Ongoing monitoring and supervision are not undertaken to enable an 
assessment of the effectiveness of internal control over finar»clal reporting. 

There is a lack of adherence to accounting policies and a lack of procedures to enable 
adherence to accounting policies. Furthennore there Is no monitoring of adherence to 
tfie accounting policy stipulated in the Annual Financial Statements by nuanagement. 

Management did not consider the amount of sundry debtors to be sufficiently material to 
warrant thus exercise for the current year. 

Risk 

The valuation of other receivables from non-exchange transactions totaling R40 375 501 
is uncertain. 

Recominendation 

Management should develop, implemerrt smd monitor adherence to the policies and 
procedures on an ongoing basis. 

Management response 

The reason why the credit quality for debtors were nort chacked is as follows: 

a) Of the R40m outstanding R21m relates to projects paid by the municipality that will 
be reimbursed by the state. Due to tfie fact that this money is owed by the state it is 
not necessary to check for any credit Quality. 

b) A further R1 1 , 1 m is for water arKi electricity levies that ware raised after tfie meter 
reading dates for June (being the date between the reading dale of meters and the 
3C^ of June), but still relates to the revenue recognition for the financial year 0809. 
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Due to the short-term of nature of these debtors we don't think that it is necessary to 
test tor the wedit quality of these baiMKes. 

o) R6.3m relates to interest still to be received on cali investments, again we belies 
that it is not required to test for the credit qualify of these receivables as investments 
are done with the major banks who ail have good external credit ratings, and these 
investments are also short-term of nature. 

d) For the balance of the sundry debtors we agree that the credit quality of the debtors 
must be checked. This will be corrected in the 0910 financial year once the policy for 
impairment testing was deveioped. 


Auditor’s response 

Managements response Is noted. Howsn^ as exercise to as^s the credit quality of 
the debtors vras not performed for the year under review albeit for the sundry debtors, 
consequently the non-compliance with IAS 39 will be qualified in the audit report. 
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INVENTORY: LISTING DOES NOT AGREE TO RNANCIAL STATEMENTS 


Audit finding 

During tha audit of inventory, it was ktentifted that the inventory listirig amounthg to 
R5 266 765 extracted from SAMARAS differs from tha financial statente^ amount 
disclosed by R44 596. Tlte financial statements figure disclosed Is R6 222 1 69. 


Root cause 

Control activities - Manual or automated controls are no! designed to 
transactions have occurred, are authorised, and are completely 
processed. 


ensure that the 
and accurately 


Management neglected to reconcile ttie inventory listing as per SAMRAS with the 
amount disclosed in the financial statements. 


Risk 

Inventory as disclosed in tha finandai statements may be misstated by R44 596. 


Recommendation 

The reasons for the difference should be indicated to the auditors for further 
assessment. If tha inventory figure in Ihe financial statements is misstated, then a 
correcting Journal entry should be pro(»s8ed. 

Management response 

No response had been received from management at the date of this report. 

Auditor’s response 

At the date of this report, no response has been received from management. This 
matter will be reported as an other Important matter in the management report. 
Furthermore, this matter together with similar findings will be further evaluated on the 
schedule of misstatements. 
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INVENTORY: INSURANCE 


Audit finding 

The Insurance contracts indicates that the contents of the building is insured for 
R4, 140, 000. However, the consumables stores balance per the financial statements is 
R5.222,169. It therefore appears that inventory is underinsured by approximately 
R1, 082, 169 at year end. 


Root cause 

Risk assessment - The entity does not Identify risks to the achievement of financial 
reporting objectives. 

Risk assessment - The entity does not analyse the likelihood and impact of the risks 
identified. 

Management has neglected to review the inventory levels and to adjust the level of 
Insurance cover. 

Risk 

Underinsurance of Inventory could lead to the risk of being under compensated by the 
Insurance company in the case of any losses incurred. 

Recommendation 

Management should revisit the insurance contracts and the average level of inventory 
and arrange for an increase in the value of inventory covered for insurance purposes. 

Management response 

The value of the Inventory as the end of June for the past couple of years were 
considerably less than the Insured airKxint of R4 140 000. The comparative value of the 
Inventory from 30 June 2004 to 30 June 2008 Is as follows: 


Date 

Value 

30-jun-04 

2.293.236.46 

30-Jun-05 

2.320.660.28 

30-Jun-06 

3.118.065.85 

30-Jun-07 

2.719.258.72 

30-Jun-08 

6,222,169.10 
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The monthly value of the inventory during the 2008/2009 financial year is as follows 


Value of stock on hand during 2008/2009 



Balance B/f 

Movement i 

Balance C/f 

.luh/ 

P.719.257.72 

4t60.070.1l 

1.R59.187.61 

WMIJ 

Auoust 

1.859.187.61 

-215.918.64 

1.643.268.77 

Seotember 

1.643.268.77 

905.537.41 

2.54B.606.18 

October 

2.548.806.18 

.352.745.12 

2.901 .551.30 

November 

2.901.551.30 

2.003.444.61 

4.904.99S.91 

December 

4.904.995.91 

246.874.30 

5 151.870.21 

January 

5.151.870.21 

-526.224.78 

4.625.645.43 

February 

4.625.645.43 

142.635.56 

4.768.280.99 

March 

4.768.280.99 

-174.628,45 

4.593.652.54 

Aorll 

4.593.652.54 

•76.604.15 

4.517.048.39 

Mav 

4.517.048.39 

148.149.27 

4.665.197.66 

June 

4.665.197.66 

556.971.44 

5.222.169.10 


The average value of the Inventory fe an indication of an acceptable insurance valu^ 
The average value of the stock carried during the 2008/2009 financial year was R3 930 
139.61 . This amount is considerably less than the Insured amount of R4 140 000. 


Because of the ascending trend h the value of the inventory over the course of the 
2008/2009 financial year a recalculation of insured value will be done to avoid being 
underinsured. 


Auditor’s resportoe 

Management comments are noted. However management’s analysis above shows an 
ascending trend in the value of inventory on hand. This matter will be reported as an 
other important matter in the management report. 
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PROPERTY, PLANT & EQUIPMENT: ASSETS CAPITAUZED INCORRECTLY 


Audit finding 


Wa re-oerformad the VAT calculation for die following property, plant and equipmert 

"ddNtonTX'Zished .hat «« VAT calculation - ^ - 
accordance with the 93.14% VAT input apportionment ratio for assets that are used to 

make both taxable, zero rated and exempt supplies; 


Aaast ID 

Deserlptlan 

Suppllar 

Coat price 

BXeilMlIl^ 

VAT 

R»-ealculMed the 
Uiv«leiirable 

VAT poition 

I100%-93.U%) 

SAMRAS un- 

claimable VAT 
portion 

Oiffeienoe 

10482 

WAARDASIEROL 

na/09 

PM 



4,432.36 

2,137.49 



M3 and 

Aasodaies 







WI3 and 

Associates 

261.067.39 

2,507.20 

31,513.56 

29,Q[}e.3B 

k « 

3T,3//i}7 


Consequently, assets have been over stated and VAT Input under stated by R37 
577.07. 


Root cause 


Control activities • Manual or automated controls are not designed to 

transactions have occurred, are authorised, and are completely and accurately 

processed. 


This was an isolated human error, as the supporting documentation was incorrectly 
captured. 


Risk 

Overstatement of assets and understatement of VAT input. 


Recommendation 

The error should be corrected in the annual financial statements. Management should 
inform the auditors what controls are in to prevent errors of this nature occurring in 
the future. 


Management response 

We attach our calculations for your infonn^on. We agree with calculations with the 
differences of R2 1 37.49 & R6 433.20 respectively. Asset ID 1 0482 will be ad)u^^ with 
the amount of R8 570.69. We will correct the Fixed Asset Register, adjust SAMRAS and 
amend the Financials accordingly. {Votes Journal on Samras attached for your attention) 
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The difference of R29 006.38 are in respect o* HoS M[^^hL?S 

A total of R292 570.97 were capitalized (Inclwfjng retention). We do not agree t a 
!s InSrrea Sd attach order det^ls. the invoice arvl a copy of the reterrtion register 

Auditor’s response 

Manaoement comments are noted. The fina) adjusted financial statements were 
insperted to ensure the correct adjuslmefit has been made. These ^ 

not prevented or detected by the munldparii/s system of internal cortrol. 
should enforce more stringent controls in data capture for fixed as^te and 
similar findings do not occur during the next year. This matter will be reported as an 
other Important matter In the management r^rt. 
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PROPERTY, PLANT & EQUIPMENT: LINE ITEMS PER ASSET REGISTER DO NOT 
AGREE TO ANNUAL FINANCIAL STATEMENTS 

Audit finding 

During the audit of fixed assets, the following differences were identified betwwn the 
fixed assets register and the amounts disclosed in Note 10 of the annual financial 
statements. 


Category 

GUAFS amourl 

Asset Register amount 

Vanance 

Community 

R54, 382,997 



Land & Buildings 

Ra28, 333.SS6 

RS2S, 229.D04.B 

R 164A51.19 


Root cause 

Monitoring - Ongoing monitoring arxi supervision are not undertaken to enable 
management to determine whether internal control over financial reporting is present 
and functioning. 

Oversight by management In the review of the financial statements after It was prepared. 
Risk 

The individual categories of the property, plant and equipment disclosure note is 
misclasstfied. 

Recommendation 

The FKoperty, plant & equipment disclosure note should be amended and submitted to 
audit. 

Management response 

! am in agreement with the finding arxJ attach the totals on the asset register as per 
Samras to confirm. 

The financial statements are incorrect and will be amended and submitted to auditors. 
Auditor’s response 

Management comments are noted. TTie final adjusted financial statements was 
inspected to ensure the correct adjusUnwit has been made. These misstatements were 
not prevented or detected by the munidpality's system of Internal control. Management 
should enforce more stringent controls In preparation of financial statements and ensure 
that similar findings do not occur during the next year. This matter will be reported as an 
other important matter in the management report. 
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PROPERTY, PLANT & EQUIPMEfTT: INTANGIBLE ASSETS OLDER THAN 3 YEARS 
NOT FULLY DEPRECIATED 

Auditfinding 

The accounting policy for intangible assete states that such assets have a useful life of 3 
years and hence need to be fully depreciated in 3 years. 

During the flnandal year under review, management has reviewed all the Items of fixed 
assets and reviewed all assets having zero s^es and placed values on these assets. In 
this process, management has 8imullar>eously erroneously rolled back the fully 
depreciated Intangible assets. 

In terms of GRAP 102, paragraph 103: 

‘The residual value of an intangible asset with a finite useful life shall be assumed to be 
zero unless: 

(a) there is a commitment by a third party to purchase the asset at the end of its useful 
life; or 

(b) there is an active market for the asset and: 

(i) residual value can be determined by reference to that market; and 

(11) ft is prc^able that such a market will exist at the end of the asset's useful life*. 

Furthermore, the accounting policy note 1.5 states: 

'Amortisation is provided to write down die intangible assets, on a straight line basis, to 
their residual values as follows: 

Computer software, other: 3 years 

The gain or loss is the difference between die net disposal proceeds, if any, and the 
carrying amount. It is recognised in surpkis or deficit when the asset is derecognised.” 


Root cause 

Control activities - Actions are not tdwn to address risks to the achievement of financial 
reporting objectives. 

Oversight by management in the review of the financial statements after it was 
prepared.. 

Risk 

Intangible assets may be overstated by R350,260 and accumulated depreciation on 
intangible assets understated by R350,2ro. 

Recommendation 

The intangible assets balance should te amended in the annual financial statements. 
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Management response 


We agree with your finding regarding the intar^gible Msets and will correct this query in 
SAMRAS and amend the Financial Statements accordingly. 


Auditor’s response 

Manaoement comments are noted. The final adjusted financial statements were 
insoected to ensure the correct arflustment has been made. These misstatemente were 
nrt^evented or detected by the municipality’s system of internal rontrol. This matter will 
be reported as an other important matter In the management report 
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MISSING PROPERTY, PLANT AND EQUIPMENT ITEMS NOT YET REMOVED FROM 
THE FIXED ASSET REGISTER 

Audit finding 

We have inspected management’s physical asset verification sheets for the year ended 
30 June 2009. Management has identified ti^t property, plant and equipment with a 
book value of R39,142 couid not be verified. However these property, piant and 
equipment items have not been removed from the fixed assets register. 

Consequently, property, plant and equipment is over stated at year-end as no provision 
has been made In the annual firtartdal statements for these unverified assets at year- 
end. 


Root cause 

Control activities - Actions are not taken to address risks to the achievement of financial 
reporting objectives. 

Risk assessment - The entity does not identify risks to the achievemenl of financial 
reporting objectives. 

Council meeting did not occur in time for file process cf approving the write-off of the 
missing Items. 

Risk 

The fixed asset register is incorrect and prt^rty, plant and equipment in the annual 
financial statements are overstated. 

Recommendation 

Management should implement proc^ses to ensure that missing items of property, 
plant and equipment are identified early and written off the fixed asset register 
timeousily. 

Furlhennore the annual financial statements shcNjId be amended to correctly reflect the 
valuation of assets in existence at year end. 

Management response 

The asset count for 2008/09 were perfonned from 9 February 2009. We expected to 
complete the asset count long before the end of June 2009, but due to unforeseen 
circumstcinces, council meetings did not octxjr in time for this process to be completed. 
The approval of the report of missing items were only received in the 2009/1 0 book year. 
We could therefore not dispose of these assets on 30 June 2009. Items are disposed in 
the book year that approval are rec^v^ from council to do so as per our Asset 
Management Policy. 
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char^ad. Afl1?had ia a fefSTd: a^w as1ha:'n":®bSrvaIr Thi 

total amount that will be disposed » R43 343.30 and not R39 1 « ^ ^ ® 

SAMRAS prirrtout of 

Auditor’s response 

Ss~“^-=S~ 
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INCONSISTENCY IN PROPERTY. 
INTANGIBLE ASSETS NOTE 11 


PLANT AND EQUIPMENT NOTE 10 AND 


Audit finding 


We traced the transfer of H2 123 814 computer software from the property, plant and 

S I n established that fte disclosures 

are inconsistent and confusing. 

transferred out of property, plant and equipment into 
h * ass^. Although the total value of computer software transferred agree, the 
t ranSem^ fn reconciliation: note 11; discloses an amount of R968 479 as 

nTi’''* in note 11 is Insufficient to fully understand why 

transferred In is further spirt Into additions R1 155 714^ 
transfers R966 478, other changes R253 055; and amortization R251 433. 

Root causa 


Actions are not taken to address risks 
objectives. 


to the achievement 


of financial reporting 


Financial statements were not adequately reviewed 
Inconsistencies before H was submitted to the auditors. 


by management to detect any 


Risk 


The financial information may be mtedasslfied. 

Recommendation 

^ statements to correctly 

of transactions. Furthermore Note 10 and 11 should be consiSt 

® be made to fully understand what has 


Management response 


We agree with the finding and will amend Note 10 and Note 
substance of the transactions and each other. 


1 1 to be consistent with 


Auditor’s response 


='alemente were 

« ^ as an other important matter in the management report Manaoement shnniri 
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PROPERTY PLANT & EQUIPMENT: VARIANCE BETWEEN ASSET REGISTER AND 
GENERAL VALUATION ROLL 


Audit finding 

Land & buildings in the fixed assets registers are as per the general valuation roll of 
2007. Management has prepared a reconciliation of values from the general valuation 
roll and values per the fixed asset register. 


The following differences between the land & buildir>g amounts per the fixed assets 


ErINo 

Account 

Number 

Asset 

No. 

Asset 

Tvoe 

A&sal 

Register 

ValLe 

Valuation roll 

without interim 

tkiuras 

Diff between AR 
end valuation roll 

6331 

11063310005 

2465 

Vwda 

0 

80.000 

60.000 

9086 

21090660002 

3924 

Vada 

0 

350.000 


11916 

21119160001 

5252 

OIbkf 

2.893.799 



S216 

210521 6000S 

5342 

Cutso 

3.124.000 

1 2.877.500 

1 -246.500 ' 


register and the amounts per the general valuation roll were identified: 


Root cause 

Control activities - Control activities are not selected and developed to mitigate risks over 
financial reporting. 

Management has neglected to rectify the difference identified in the reconciliation 
between the land and buildings on the asset register and the valuation roll 


Risk 

In certan instances land and buildings may be understated and in other instances, it 
may be overstated. 

Recommendation 

Reasons for the abovementloned dittererces should be investigated and the asset 
register and the annual financial statements should be amended accordingly. 
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Management response 

1 . Erf no 6331 Vredenbuin /Asset tP 24^^ 


Erf number B331 is a road reserve of wrtiich the valuation was moved to erf number 
15447 (see Asset ID 4619). Asset ID 4619 equals RBO 000, therefore no variance Is 

noted. 

2. Erf no 9086 Saldanha fAsset ID 392^ 

Erf 9086 Saldanha does not KdsI anymore - property was subdivided ar^ 
transferred to 4 private owners In the 2007/08 bookyear. (Erf numbers 11138, 
11139, 11140 and 11141). Therefore »e asset register show® a zero balance. 

3. Erf 1 1 91 6 Saldanha f Ag sct ID 5gS2t 

This property does exist, but were incorret^y not valued during the general valuation 
process An adjustment on the genera! valuation roll had to be made in order to 
reflect the value of erf 11916. There is however a difference in the valuattons:- 

Asset ID Asset Register 

5252 103117-65 

6273 2 774436.87 

5206 16^44.83 

2 893 799.15 

Total on valuation roll : H2 578 BOQ.OO 

Difference; R 3t4g99,1$ 

We are in possession of a new valuation roll effective from 1 July 2009 and do not 
see it practical to adjust the value now and again for the new bookyear. The 
valuations will therefore be corrected In 2009/10. (Votes journal on Samras attached 
for your attention). 

4. Erf 521 6 Saldanha f Asset ID 53421 

An adjustment was made to the general valuation roll (adding R246 500). Therefore 
the latest value reflects a more toie value of eil number 521 6. (Votes journal on 
Samras attached for your attention). 
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Auditor’s response 


Management comments noted. Matters 1 and 2 did tx>t require any adjustment to the 
financial statements. Matter number 3 resulted in the value of land and buildings being 
reduced by R314 999. In matter number 4. adjustment was made to the valuation 
role by ino’easlng the valuation role by R246 000 based on an Interim valuation of the 
relevant erf. This was not considered cwrect as this should have been consistently 
applied to all land and buildings. Subsequently, to ensure consistency, management 
decreased the value of land and buildings m the financial statements by R246 000 to 
account for this difference. This matter will be reported as an other important matter in 
the management report. 
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PROPERTY PLANY & EQUIPMENT: ASSETS (PUBLIC OPEN SPACE LAND) IN 
FIXED ASSETS REGISTER ARE NOT REGISTERED IN MUNICIPALITY’S NAME 


Audit finding 

We observed that ttie following land reoowled in the fixed assets register is still not 
registered in the name of Municipality at the Registrar of Deeds. 

We have been further informed that though these erven are not yet registered In name trf 
municipality at deeds office, they are indeed municipal property according to Section 28 
of Ordinance 15 of 1985. 

Section 20 relating to ownership, on subdivision of public streets and public spaces 
states; 

•The ownership of ail public streets and public pieces over or on /and indited as su^ 
at the aranting of an application for subdivision under section 25 shall, after the 
confirmation of such subdivision or part thereof, vest in the local authonty in whose ar^ 
of iurisdiction that land issHuated, wflhouf compensation by the local authority 
concerned if the provision ot the said prA/to sfreefs and public places is on me 
normal need therefore arising from the said subdivision or is in aocordance with a paicy 
determined by the Administrator from time to time, regard being had to such need". 


Sample 

No 

Ama 

ERF 

1 

Account No. 

OimershiD 

Values as 
per Fixed 
asBal 
Register 

Particulars of discussion 
with Manaosment 

3 

PATERNOSTER 

258 

14002580004 

MUNISIPALfTEIT 

SALDANHABAAI 

2000000 

p.o.S. Not yet 

registered In name of 
municipality @ deeds 
office, but are mun. 
property according to 
Sectnn 28 of Ordinance 

15 of 1985 

6 

ST. HELENA 

RAY 

834 

8100063400B 

MUNISIPALTTEIT 

585000 

P.O.S. Not yet 

reglstarad in name of 
municipality @ deeds 
office, but are mun. 
property according to 
Section 28 of Ordinance 
15of19B5 

17 

ST. HELENA 
BAY 

11B4 

61001164003 

rwiUNISIPALITEIT 

SALDANHABAAI 


p.o.a Not yet 

registered in trams of 
municipality @ deeds 
office, but are mun. 
Property according to 
Section 28 of Ordinance 

15 011985 

19 

ST. HELENA 

BAY 


61001399009 

MUNISIPALiTEIT 

SALDANHABAAI 



20 


1540 


MUNISIPALITEIT 

SALDANHABAAI 

222000 
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municipality @ deeds 
office, but are mun. 
property according to 
Section 28 of Ordinance 
15of1985 



: Not yet 
registered In name of 
municipality @ deeds 
office, but are mun. 
property according to 
Section 26 of Ordinance 
15af1985 


P.O.S. Not yet 
registered In name of 
munldpaTity @ deeds 
office, but are mun. 
property accordiitg to 
Section 28 of Ordinance 
ISoflMS 


P.O.S. Not yet 
registered in name of 
municipality @ deeds 
office, but are mun. 
property according tc 
Section 28 of Ordinance 
isofises 


Not yet 
regietered In name of 
municipality @ deeds 
office, but are mun. 
property according to 
Section 28 of Ordinance 
15of 1965 



P.O.S. Not yet 
registered In name of 
municipality @ deeds 
office, but are rriun. 
property according to 
Section 28 of Ordinance 
1S of 1965 
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ST. HELENA 

DAV 

«M37 

R1 098370002 

MUNISIPALITET 
.RAI HANHABAAl 

360000 

P.O.S. Not yet 

registered In name of 
municipality ® deeds 
otfice, but are mun. 
property according to 
Section 28 of Ordinance 
15of1985 

lO^ 

161 

VRFnPNRURG 

15646 

111S6460004 

MUNISIPALITEIT 

AALDANHABAAI 

0 

p.O.S. Not yet 

registered In name of 
municipality deeds 

office, but are mun. 
property according to 
Section 28 of Ordinance 
1.Saf1985 


Root cause 

Control activities - Management's philosophy and operating style do not promote 
effective control. 

Management has neglected to transfer the public places Into the name of the 
municipality with the Registrar of Deeds. 


Risk 

The property shown as public open space might not actually be t>wh®J by the 
municipality If it is rot fully vested in the name of municipality 'h terms of the Deew 
Registry process. Consequently, this may create uncertainty regarding the ownership of 
these erven. 


Recommendation 

All lard recorded in the fixed assets register should be scrutinized by management and 
steps should be taken to register those assets in the name of municipality at the 
Registrar of Deeds. 

Management response 

According to Section 28 of Ordinance 15 of 1985 the ownership of all public streets and 
public places vests in the local authority. 

During the subdivision stages of certain developments, it was n^lected to transfer the 
public places into the name of the munkapality with the Registrar of Deeds. The 
information at the deeds office are therefore incorrect and must be adjusted. This 
correspondence will be forwarded to the relevant departments to make provision for the 
transfer of these properties in the name of the municipality. 

As we are responsible for all mainterrance and additions to these properties, we have 
decided to adjust the asset register accordingly, although they have not yet been 
transferred into our name. We will ensure that the ownership of these erven are 
transfered to the Municipality as soon as possible. 
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Auditor’s response 

Management comments are noted. The mtdter is unresolved and management Intends 
to resolve It in the future. This matter win be reported as an other Important matter in the 
management report. 
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UNRECONCILED DIFFERENCE BETWEEN THE VALUATION ROLL AND THE 
GEOGRAPHIC INFORMATION SYSTEM 

Audit finding 

A comparison of the Geographical Informatfon System, “GIS", and the Valuation Roll, 
"VR", was performed In the prior year. The VR contains land which is 5084 hectares in 
area' less than the GIS. The un-recondled difference was reported in the prior year 
communication of audit firtding no 24, dated 24 November 2008, where management 
response was that a new valuation roll was In the process of being compiled In 
accordance with the new Property RatM Act for implementation on 1 July 2009 and part 
of the tender included updating the GIS system. Management further commented that 
the SAMRAS and GIS systems will be llnk«l as soon as the two systems have been 
updated. 

Through discussions and enquiry of management we sstablished that the difference is 
still un-reconciled and still exists and that the exercise to rectify the situation is still in 
process. 

Root cause 

Risk assessment - The entity does not analyse the likelihood and impact of the risks 
identtfied. 

No verifiable evidence and explanations into the un-reconciled differences between the 
GIS and VR was obtained timeousiy. 

Corrective action previously reported was not followed up completely and timeousiy. 

Risk 

Revenue pertaining to rates could be materially misstated due to an incorrect VEJuation 
roll. 

Recommendation 

Verifiable, sufficient and appropriate evidence should be obtained to recondle the 
differences between the GIS and VR. 

Furthermore management should irKlicate what is the scope of the exercise it is currently 
undertafdng to reconcile the difference, the stage of completion and expected deadlines 
for completion of the exercise. 

Management response 

Aktex Project 
Data Source 1 

Over a period of years the GIS section of the Municipality has incrementally updated the 
Aktex data for its area. 
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A first base of bulk data was obtained in the Mid-Nineties and through the years ^is has 
been expanded upon. 

In the past three years especially the incremental updates of changes have been 
performed at least bi-snnually If not more frequently. 

However as the initial base was from before the amalgamation of the new areas like 
Langebaan etc. there has always been a question mark regarding the fullness of the 
data. 

As the costs are substantial the Idea of re-ordering ail the Aktex data just in case was 
not debatable. 

Data Source 2 

The valuations project that is taking place independently secured another data source, 
which in theory Is a full coverage. 

Data Source 3 

Yet another data source has become av^table from a project that is district wide. 

However this data set is not guaranteed as a full coverage and presents the opportunity 
to either confirm existing data or even possibly cover 'holes'. 

Data Source 4 

We can see the treasury blow-by-blow update of ownership as sales take place as yet 
another independent data source. 

As per Data Source 1 it is an IncremerTtal update. 

Registered & Cadastral Maps 

This is a septate exercise being performed by external consultants to ‘distil’ the 
registered land parcels onto one layer, the Registered layer, and ail the Sun/eyor- 
General land parcels onto another, the Cadastral layer. 

Given the precision with which this exerdse fe done, the final result will be the inventory 
of registered land that rates would be pay^4e on. 

Also, the Cadastral layer will provide an Inventory of all the land parcels that might be 
receiving services regardless of whether or not such land is registered. 

Synergy of the Data Sets 

Firstly Data Sets 1, 2 & 3 will be combined and compared against the Registered Layer. 
The result of this will be that exceptions will be generated as: 

Data Sets 1 , 2 & 3without a corresponding record on the Registered Layer 
Registered Layer without a corresponding record in Data Sets 1 , 2 & 3 
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The Registered Layer, once compteted, will act as a spatial filter to 

records that are either defunct or required only because rate arreare are still to be 

collected from such. 

In the creation of the Registered Layer the current title deeds are identified. 


Summary 

The process of identifying the rateable land and the completeness of rates billing 
requires the compilation of the Registered Uyer from all the available sources of data. 

The Data Sets 1,2 & 3 help in the compilation even if they are not In themselves 
absolutely comprehensive. 


At some point the process of producing the Registered Layer will have exhausted the 
information available from Data Sets 1.2 & 3 and then finalises itself via individual 
research of unresolved boundaries. 


A final result emanates and this can be compared to the treasury records. Data Set 4, 
and thereby confirm the accuracy and the cunrency of the treasury data. 

Lin-reconciled difference betweer^ the ValuaAion Roll and the Geographic 
Information System 


Response from Strategic Information Offteer 

During the previous audit the Total Municipal Area was compared to the Sum of the 
extent of all properties or the previous valuafion roll. 

The Total Municipal Area was obtained from a GIS layer that was supplied by the 
Demarcation Board. This layer was captured at a small scale, edited to reflect to 
boundary changes and does not con^spond to the property layers in the GIS system. A 
different coastline is for instance used on the Municipal Area layer. 

To reconcile the total municipal area from this layer to the total extent of all 
properties on the valuation roll can therefore not be done. 

The GIS system has different properties layers. In the pasL the municipality only had a 
layer that reflected properties as they were approved by the Surveyor General. These 
properties were not registered In the Deeds office arxJ would therefore not be reflected 
on the Billing System and Valuation Roll. 

In the 2008\9 financial year, the Municipality appointed Giscoe, a GIS senrice provider in 
Cape Town, to compile a GIS Layer of Registered properties. Due to the fact that there 
was no reconciled Deeds database, Giscoe was unable to finalize the project. 

GeoReality, a database service provider, was asked to compile a reconciled Deeds 
database and provide it to Giscoe. GeoReality and Giscoe are currently working 
together to finalize the GIS lay^’ of roistered properties. 
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The tender for the compilation of the Municipal valuation roil in terms^the Property 
Rate?Art wi alLded “o M3 Valuers In 2008. TOa tenderer waa required to compile a 
Master File by combining and reconcitir^ the following databases. 


1 . Municipal Extract from Deeds Office 

2. Samras Billing System 


3. CIS System 

All of the above databases were supplied to GeoReallty ^d 

expects to get a final layer of registered properties from GIscoe by the end of November 
2009. 

This layer of registered properties would then be compared to data from the Deeds 
Office, Billing System and Valuation Roll. 

Wa are of the opinion that everything possible Is being done to reconcile the Valuation 
roll with the Deeds Office. 


Further response received: ,, , ^ , 

A reconciliation between the GIS and valuation roll Is not possible. 

Verifiable, sufficient and appropriate evidence can therefore not be provided. 

Attached (ind the scope of exercise to be undertaken by the servlrs provider with 
expected date of completion of 30 November 2009. 


Auditor's response 

Management comments are noted and progress in this regard will I" JJ;® 

next audit However, since the process to reconcile valuation role is ^ 

municipality is exposed to the risk of potential loss of rates Income. This matter will thus 
be reported as an other important matter in the management report. 
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BUILDING IMPROVEMENTS; COMPLETION CERTIRCATES NOT FOUND 


Audit finding 


When examining "completion certificallon- files building impr^emerts ft 
detected that there is no specHic order to the certificates and the file ^ 

certificates dating back to 2006. Ttie manner in which the certificates are filed and stor^ 
does not allow for a proper audit trail and reconciliation between the certificates found m 
the flies and ttie approved building plan r^i^er and SAMRAS. 


The approved building plan register for 2008/09 financial year consists 300 
plans, however it was not possible to follow any of these plans to the completion 
certificate' file. The municipaltty does not have a proper system m ^ace to ch^k ft the 
improvements have been completed as per certificates to the register to SAMRAS. so 
that the rates may be adjusted accordingly. 


Furthermore, the SAMRAS master file has not been updated for properties rezoned on 1 
October 2009. Consequently, the rates have not been adjusted to the correct tariff rate. 


Root cause 

Risk assessment - Management has not specified financial reporting objectives to 
enable the identification of risks to reliable financial reporting. 

Risk assessment - The entity does not identify risks to the achievement of financial 
reporting objectives. 

Risk assessment - The entity does not analyse the likelihood and impact of the risks 
identified. 

There appears to be a breakdown of communication lines between the building plans 
department and the finance department as changes approved by the housing 
department doesn't seem to flow through to the finance department. 


Risk 

Property rates in the annual financial statements may be misstated. 

Recommendation 

Management should ensure that an audit trail Is available from approved building plans 
to the completion certificates to the rates adjusted on SAMRAS. 

Management should quantify the misstat^ent In the 2008/2009 financial year-end for 
rezoning and adjust SAMRAS and the annual financial statements accordingly. 
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Management response 

Auditor’s response 

srr j"rr'2*'a:=5r“-' v 

management report. ^ important matter In the 
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REVENUE: NO SUPPORTING CASH SUMMARY SCHEDULES 


Audit finding 

During the audit of revenue, I iderrtlfied that rto supporting cash summary schedules or 
booking sheets could be obtained for Leenjissklip (Langebaar resort) and I was 
therefore unable to confirm the validity and ooxjrrence of any revenue received. 

Although the Nature Reserve uses the cash summary schedules to record transactions, 
no cash summary schedules were provided for the following deposits made for the 
resorts: 


Nature Reserve: Huurgeld (KampeerfidOe) 

Amount 

2 O 0 B/ 12 ri 0 

R19.tS5.26 

200 B/1 2/17 

R 31 .74737 

2009/01/06 

R 71 .507.89 

2009/06/22 

R 534.21 


Root cause 

Control activities - Policies related to reliable financial reporting are not established and 
communicated throughout the entity, smd do not have corresponding procedures that 
result In management directives being canted out. 

Insufficient training has been provided to Resort clerks and managers, regarding 
deposits and control sheets. 


Risk 


The validity and occun'ence of the revenue received by the above-mentioned resorts 
could not to Confirmed- 

Recommendation 

Policies and procedures must to consistently applied and communicated throughout the 
municipality. 


Furthermore, management should locaUe the above cash summary schedules and 
forward it to the auditors. 
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Management response 
LEENTJIESKLIP ; CONTROL SHEET 

Your Audit enquiry has reference. Commibn^s in respect of Control sheet 
All the Resorts clerks and Managers got boning on 1 6 October 2009 regarding 
deposits and Control sheets. 

This will be implemented at all the resorts. 

Auditor’s response 

Management comments are noted artd the corrective action will be followed up during 
the next year’s audit. However this matter will reported as an other important matter In 
the management report. FurthernK>re, this tc^ether with similar findings will be 
evaluated on the schedule of misstatements. 
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REVENUE: EQUITABLE SHARE 


Audit finding 


Through Inspection of the annual financial statements for government grants (Note 25), 
equitable share, the municipality dlsctoees R2D, 063,346.00 as flraite re^«l 
however through inspection of the gr^ register and Do^, only R19. 946,341.00 
should have been disclosed. The dlffer^ce of R107, 255.92 is as follows. 


lRBfBrBnM»«nHnMerlDtiQn Amount 

Vnte 


&-Riuir^iqnaR9nnqni 27001 61929DATA3 


1 0062 868 


a-nun9nnnR2r)nAn40ifl0i 6151 70ATA2 

122.70 

1 0062 868 

Incorrectly Allocated 

A:RMC230Sn2nrM0827001 81 1 040ATA3 


1 0062 866 

IncoirecUv Allocated 

nPPREON HOI 1 EDBACK ON LAND & BUILDINGS 

93.867.68 

1 0004 B66 


ncpapnu nni l EnSACK ON LAND S BUILOINQS 

11592.84 

1 0043 866 

SAMRAS aenerated entiv 

1 107.255.92 




Root cause 

Monitoring - Ongoing monitoring and supervision are not undertaken to enabla an 
assessment of the effectiveness of Internal control over financial reporting. 

Oversight by management in the review of the fInanclaJ statements after It was prepared. 
Risk 

Classification of accounts in the annual financial statements may not be correct. 
Recommendation 

Management should amend the annual financial statements to correctly classify the 
government grant account balance. 

Management response 

Journals have been passed for errtrl^ to the amount of R1 BD5.40 to correct incorrect 
votes entries. 

The amount of R105 450.52 was Samras generated entries incorrectly allocated to 
income in stead of surplus. This entry was corrected. 

Auditor’s response 

Managements response is noted. The amerxJed financial statements were Inspected to 
ensure that the correct adjustment has been made. As these misstatements were not 
prevented or detected by the munidpalily’s system of internal control this will be reported 
as an other important matter tn the man^ement report. 
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REVENUE - INCORRECT TARIFF CALCULATION USED 


Audit finding 

We compared the council approved j»operty rates tariff to the SAMRAS mastw file 
which is used to calculate property rates for the year and established that the tariff per 
rand value of property for code 28017 did not match. The tariff as approved by counc^ 
was incorrectly loaded onto SAMRAS at Rrti value. Tlte irtspection of SAMRAS shovi^ 
that there are only 3 agricultural farms on the valuation roll that qualifies for this cod^ 
Although the amount is Immaterial, we wish to highlight the control vireakness which 
resulted in this error. 


ERF 

tocount number 

Land 

mproveiTiMtts 




2169 

19021690004 

100000 

0 

BOOOOO 

0.5946 

114.756.00 

2170 

19021700000 

460000 

142^)0 

592500 

1.5946 

^3.522.00 

)95 

51003950009 

462000 

211300 

573300 

1.5946 

^4,003.00 


1 

1 




1^12,281.00 


Root cause 

Risk assessment - The entity does not analyze the likelihood and impact of the risks 
identified. 

Control activities - Control activities are not selected and developed to mitigate risks over 
financial reporting. 

Management has neglected to verify on a continuous basis the tariff code of each 
category of rateable property. 

Risk 

Property rates income may be understated in the annual financial statements. 

Recommendation 

Each category of the tariff rale code ^ould be iest^and checked regularly on 
SAMRAS. Man^ement should amend the SAMRAS tariff code with the correct tariff 
rate and adjust the annual financial statements with the abovementioned error. 

Management response 

The Municipality agrees with this finding. 

The tariff code of each category will be tested and checked on a continuous basis on 
SAMRAS. The Municipality will correct the tariff code on the SAMRAS system and 
financial statements in order to reflect the correct tariff and property rates income. 
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Auditor’s response 


Managemenfs response is noted. The adjusted AFS was inspected to ensure the 
accuracy of the adjustment of R12 281 made to the rates income and related debtors. 
As these misstatements were not prevented or detected by the municipa!it/s system of 
internal control this will be reported as an other important matter in the management 
report to highlight the breakdown in control. 


95 



RECONCILIATION OF RENTAL DEPOSITS 


Audit finding 

ThroLigh inspection of the register for rental deposits. It noi ^ssible to 
that deposits held at year-end according to SAMRAS and the annual 
statement reconciled to the balance of deposits held per the register as the register 
only makes provision for deposits received artd not paid out. 

inspection of the reconciliation shows ttie amount of R94 141 j’ad 

However this amount is a SAMRAS generated balancing figure and not a figure as per 

the register. The validity, accuracy and completenesa of rental deposits could not be 

ascertained. 


Root cause 


Risk assessment - Management has not specified the financial reporting obj^tives wfth 
sufficient clarity and criteria to ertable the identification of nsks for reliable financial 
reporting. 


Recondliations between the register and SAMRAS are not performed regularly to 
identify reconciling Kerns for appropriate fdkjw up. 


RISK 

Rental deposits in the annua! financW statements may be misstated. 

There Is an increased risk of cash fraud as certain deposits are received from tl^ 
customer in cash at the different locations from where the deposit is actually returned to 
the customer. 


Recommendation 

The register should reflect deposKs paid out In addition to deposits received. 

A monthly reconciliation between the deposit register and SAMRAS should be 
performed and the differences Identified for follow up. 

Management response 

We agree with your finding that the reconciliation only makes provision for deposits 
received and not paid out. 

A register will be compiled to reflect deposits received and paid out for future purposes. 
Reconciliation between the deposit register and SAMRAS will be performed on a 
monthly basis. 
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Auditor’s response 

Management comment has been noted and we swill follow up in next years audit. 
However the breakdown in controls will be highlighted in the management report under 
other important matters. 
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RECONCILIATION PROPERTY RATES 


Audit finding 

During testing of the reconciliation between the rateable valuation as per the v^uation 
roles and the rates valuation captured on the SAMRAS it has been noted that the 
opening balance of the current year does not agree to the closing balance of the priw 
year. The reconciliation had also rwt been signed by the Chief Financial Officer as proof 
of his review. The differences are tabled below: 


2008/2009 Ooenina Balance 

Residential 


Eusiness/Commercial 

|R1,719.592.242 

State 

R 724.582.900 

Other 

R 38.273.800 

Smallhoidinas 

|R 278.412.100 

^arrns 

Ir 412,924.600 

Mature reserves 

1r 606.500 

H12.///.9yi.U90 


3007/2008 Cloalna balance 

Residential 

R9.607.640,348 

Business/Commerclai 

R1.715.060.242 

State 

R 725.112.900 

rjther 

R 45.473.800 

Smallhoidinas 

R 276,052.900 

Farms 

R 418.611.600 

Mature reserves 

R 606,500 

R12.788.65e.290 


bifference 

Residential 

R4.041.400 

Business/Commercial 

R4, 532,000 

Btate 


Other 

R7.200.000 

pmallholdinos 

R2.369.200 

Iparms 

R5.B87.000 

Mature reserves b 

R24.349.600 


Root cause 

Control activities - Actions are not taKen to address risks to the achievement of financial 
reporting objectives. 

Risk assessment - The entity does not identify risks to the achievement of financial 
reporting objectives. 
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Management has neglected to investigate the differences between the valuation roll and 
the rates valuation captured on SAMRAS. 


Risk 

Property rates Income in the annual finandal statements may be misstated. 


Recommendation 


The annual financial statements should be adjusted for the potential 

property rates income. Furthermore, management should provide explanations for what 

the un-reconciied differences represent. 


Management response 

We agree with your finding regarding the difference in opening balance as at 1 Jujy 2008 
and the closing balance as at 30 June 2007 between the Valuation Roll and the 
SAMRAS system. 

We calculated the error and decided that to perform the detailed r^nclliation of tte 
difference will be very time consuming exercise. We also calculat^ the error teR5l 
408.66 and decided that this amount is Immaterial. We will therefore not cor^ the 
amount in the current year, but will investigate the source of the enor to ensure that this 
type of error does not repeat itseif in the future. 


Please find the detailed calculation of the error pasted below. 


Typ» 


Valuation Rol 

Dttfaranoe 

Standard 

Tultl 

Error 

R 



9 607 640 346 


0.5945 



1 719 592 242 

1 715060 242 

4 532 000 




724 582 900 

72S112 900 

(530 0001 

1.1B90 

B301.ru 1 



45 473 800 


1.1890 


Qm^ Ilho Irlinna 

278 412 100 

1 1 |i ' 1 'M 

2 359 200 

0.5945 

-14 025.44 1 

Farrrw 

Mvhirn Po 

412924 600 

806 500 

41RR11600 

806 500 

(.5 887 OOm 

0 

0.0595 

1.1890 


Total 

12 777 991 
090 

12768 558 290 

(10 567 200) 


51 408.66 


Auditor's response 

Management’s response is noted. However the matter will be reported under other 
matters in the management report as reconciliations are a critical part of the control 
system. This matter together virtlh similar findings will be further evaluated on the 
schedule of misstatements. 


99 


























EMPLOYEE COST: MANAGER BONUSES ■ NO PERFORMANCE AGREEMENT 
Audit finding 


During the audit of employee costs, it identified that the Acting Municipal manager 
received a monthly performance bonus for June 2009 amounting to R6, 11 1.11. This is 
calculated in terms of paragraph 5 <rf the employment contract which is 7.5% of his 
annual salary. 


Paragraph 2.4.1 of his employment contract stipulates "The signing of a performance 
agreement on or before 3 September 2009 and annually within one (1) month after the 
commencement of the new finandal year as provided for in Appendix B. ’ However no 
performance agreement could be obtained for audit purposes. 

The payment of the morrthly performance bonus is thus considered Irregular in terms of 
the Municipal Finance Management Act No. 56 of 2003 as the payment appears in 
contravention of S57(4B) of the Municipal Systems Act which indicates that “bonuses 
based on performance may be awarded to a municipal manager or a manager directly 
accountable to the municipal manager after the end of the financial year and only after 
an evaluation of performance and apf^oval of such evaluation by the municipal council 
concerned*. Such evaluation would be conducted in terms of a performance agreement 
referred to in S57(4) (which was not provided for audit purposes) 

Root cause 


Monitoring - Ongoing monitoring and supervision are not undertaken to enable an 
assessment of the effectiveness of internal control over financial reporting. 

Lack of effective control over the bonuses paid to top management. 

Risk 


There are no measurements in place to determine a monthly performance bonus. 
Possible Irregular expenditure coukJ have occurred. 


Recommendation 

Performance bonuses should only be paid out once employee bonuses are 
measured via Key Performance lrxlk»tof8. 

The performance agreement of the acting municipal manager should be forwarded to 
audit. If no performance agreement exists, management should provide reasons why a 
performance agreement was not entered into and on what basis the performance bonus 
has been paid. 
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Furthermore, audit should be provided with: 

• Reasons and documentary proof for not regarding the abovementioned expenditure 

• ^rrfirmaUo'n that the irregular expenditure will be included in the financial statement. 


Management response 

The query is noted and a report In this regard vrill be tabled at the next Council meeting 
to rectify the situation. 

Auditor’s response 

Management comments are noted. However the irregular expenditure should be 
disclosed as such in the financial statements. Furthermore, this matter will be reported 
as an other matter in the audit report and will be further evaluated on the schedule of 
misstatements. 
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EMPLOYEE COSTS: LEAVE 
Audit tinding 


During the testing of leave, we requested the attendancse registers of ttie all the divisions 
of the Municipality. Only the following registers were however received: 


1. Intrastfuclufe: BuiMlnos 


2. Finance; All divisions (Vreden 


3. Infrastnjcture: Streets 


4. Buildina Control 


5. Traffic 


6. Financa: Langebaan 


7. Water and sewerage 

Deficiencies identified by inspection of the afore-mentioned registers. 

. It was not evident from inspection of the attendance regtetw. thart ^ 

reviewed by senior management. This matter was identified during the p07/20w 
financial year (Refer Management Letter, Annexure C, Paragraph 24), where^ 
managemertt responded that the matter will receive attention during the 2008/2009 

financial year. 

• The register at the Finance department (Vredenburg) is signed every morning by 
each employee. I Inspected the attendance register on several occasions dunng the 
course of the morning, and noted that employees signs for 8:00am ^d 4:30pm on 
signing in every morning. This is arrother indication that the register Is not reviewed 
by senior management. 

Furthermore, it was noted that not ali the divisions of the Municipality have attendance 
registers. This poses the risk that employees may be absent without leave. 

In the divisions where no attendance registers exists, management could also not 
provide adequate ahemative procedures implemented to ensure that an employees 
presence/ absenteeism is recorded. 


During the testing of leave. I tderttlfied that the following employees took annual leave 
prior to receiving consent from management: 


mployee name 
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U Dladericks 

152758 |94515 

13-24.10.08 

34.11.08 

PNM Muggei 

82505 [37414 

1-3.06.09 

13.06.09 


Furtherrrore. during our testing of leave we identified Is 

timeously. The untimely capturing of leave will ®n imp^ on the teave bl^y 
provision at year- end. The following employees leave forms were not capturea 

timeously: 


Employee 

name 


bmployee ID 


U Brand ^0014 


MM Ellis 


KaGalant 


b Hein 


|H Carolus 


Leave form 


Q2193 


^50025 


b0S0587 


^50574 


boSOSSQ 


3ate of leave 


Upproval dale bapture date 


15-19.12.08 


^.09.06 


134500 


31.12084^.01.09 


134496 


1-24.12.08 


B8320 


9.12.08-16.01.09 


05733 


19.01.09-1302.09 


07.11.08 


hs.01.09 


15.01.09 


b7.11.0B 


I14.01.Q9 


bl .10.08 


bl. 11.08 


h5.01.09 


h4.01.09 


Root cause 

1. Control activities - The control activities regarding attendance registers are not 
consistently applied. 

2. Monitoring - Management did not adequately monitor whether leave is captured 
timeously. 

Appropriate actions to follow-up and prevent similar audit findings raised In prior years 
were not Instituted. 

Risk 

1. Employees may be absent without leave which is not recorded which could lead to 
overpayment of their salaries. 

2. The leave liability provision wiH be missteted in the financial statements. 

3. Employees could take leave without havmg sufficient leave days/credits available. 

4. Incorrect leave payouts can be made upon resignation If leave records are not 
timeously updated. 

Recommendation 

1. An appropriate method of record keeping should be implemented by all the divisions 
of the Municipality. 

2. Supervisors/managers should review and sign the attendance registers as proof 
thereof. 

3. Communication should be sent to line managers/supervisors informing th^of the 

implications of not forwarding the completed leave forms to the salary department for 
capturing. 
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4. Leave should be captured cn a timeous basis. Furthermore, to ensure that accuracy 
of the leave provision at year ertd, management should estimate how many leave 
days that have been taken have not yet been captured, and this should be included 
in the provision for leave pay caicutation. 

5. The leave liability provision should be corrected in (he financial statements. 

6. Prior afi^rovai should be obtained by all employees before leave is taken. 
Management response 

There's no official attendance register for senior, middle management and office 
personnel. Monitoring is done the head of the department on a daily basis and 
because of the small number of personnel (9), this Is a relatively easy task. The process 
of leave forms to be completed for every day on leave, acts as a cross-check 
mechanism for the aforementioned, meaning that there will be a completed leave form if 
a person is not at work or absent for any reason. 

For the field personnel, a daily timesheet system exists, which means that there will be a 
few boxes full of papers that will be delivered to your office if the registers have to 
be delivered to your office. 

May I suggest that this audit be done locally at every department/section for 
convenience' sake. 

in the meantime, we'll get the timesheets for the 2008/9 financial year ready at our 
offices. 

Further response received on 04 November 2009: 

The attendance register tor the finance d^^artment is reviewed by the Chief Financial 
Officer, but due to an oversight not signed. The necessary measures will be 
implemented to ensure that the register is signed when reviewed. 

Although the employees sign tor 8:0Gam arxt 4:30pm on signing in it is not because the 
attendance register is not reviewed. It Is expected from supervisors to execute the 
necessary control over the personnel r^rartlng to them and that includes leaving the 
workstation at the appropriate lime. Because of the extend of the finance department it is 
not possible for management to execute contn^ over personnel leaving before 4:30pm. 

Please note that according to the information supplied in the abovementloned request 
the following employees did not take leave prior to receiving consent. 


Employee name 

Staff 

number 

Leave form 

Date of leave 

Approval date 

E.Koooman 

5065005 

34592 

1/4/2D09 to 3/4/2009 


H.Thomas 

132528 

27576 

28/7/2008 to 

8/8/200B 

28/7/2008 
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It is expected from employees to get the necessary approval and complete ^e leave 
forms prior to taking leave. Unforturiately it does happen that due to urforeseen 
circumstances employees are forced to arrange for leave with no pr little prior 
notification. Under exceptional circumstances approval is grated tetephonically wtm the 
proviso that the required leave forms be completed on, at the latest, the first day being 
back at work. 

In the past problems were encountered wWt leave forms not received in time to be 
captured by the 30" June. To minimize ttie problems numerous reminders were sent to 
all employees on e-mail requesting the l^ve forms to be handed in at the leave clerk for 
processing. For that reason the majori^ of leave forms were received in time. 

The leave forms not timeously processed as listed In request number 49 were on 
average approved 2 months prior to the leave being taken. The processing erf leave 
forms in advance poses Ks own unique problems. We therefore are of the opinion that 
the capturing of the ieave forms Is handl^ correct. 

Further response received onto November 2009: 

The internal audit department does have an attendance register 

1 . Anendance registers 

Divisions of the Department Ctvil Services that failed to provide attendance registers 
were : 

1.1 Mechanical Workshop 

No attendance register exists. It will be implemented with immediate effect. 

1.2 Solid Waste 

An attendance register exists. It was not provided by mistake. A copy is attached. 

1.3 Engineering Administration fBulter Centre! 

No attendance register exists. Attendance is controlled by means of the leave book. 
An attendance register will be Implemented with immediate effect. 


Auditor’s reeportse 

Management comments are noted. This matter has been reported during the previous 
year's audit. However the process of moratoring the attendance of staff has not been 
simplified by the Municipality. H Is apparent from the responses received that the control 
is still not effective. 

The response with regard to leave being taken prior to receiving consent, as well as 
the delay in Uie capturing of leave fonnsis accepted as minimal instances were 
identified. This matter will be reported as other important matters in the management 
report. 
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EMPLOYEE RELATED COSTS: PAYROLL CERTinCATION INCOMPLETE 


Audit finding 


During the audit of employee costs, I have inspected the payroll cerWicaton wd 

have ^Identified that the payroll certHto^on was not performed for all Municipal 
departments consistently during all the months for the year under review. 


This audit finding was also reported in the prior year management report and has not yet 
been resolved. 


Root cause 

Monitoring - Ongoing monitoring and supervision are not undert^en to enable an 
assessment of the effectiveness of internal control over financial reporting. 


Inadequate follow up of receipt of certified forms as well as non-adherence to the 
policies and procedures by the human resources department.. 


Risk 

Employees can be absent without leave {AWOL) and receive a 

while being AWOL and/or personnel could m longer be In the service of the municipality 

and still receive a salary. 


Recommendation 


Payroll certification should be performed on a monthly basis by departmental heads and 
timeously submitted to Human Resources and the salary sertion so sal^ 
adlustments can be instituted timeously. Human Resources should ensure that ^yrofi 
certification is timeousiy received from departmental heads and venfy that employees 
did not take leave without pay. 


Management should also indicate why matters raised in the prior year, was not 
appropriately addressed. 


Management response 

The payroll is sent out to the different departments for certifioatlori on a regular basi^ 
Problems are encountered as a result of ttie tact that not all certified forms are In fact 
received back from other departments. We will in future do a follow up on the 
outstanding documentation. 

Auditor's response 

Management comments are noted. Management should implement stringent cortrols to 
ensure outstanding documentation Is foltowed up. This matter w^ reported in the 
management report in the prior year jk well. However corrective action was not taken. 
This matter will be reported as other important matters in the management report. 
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EMPLOYEE COST: SKILL DEVELOPMEMT LEVIES INCORRECTLY CALCULATED 
BY THE SYSTEM 
Audit linding 


During the audit of employee costs, the skill development l^y for June 2009 ^ 
recalculated for 31 employees from a population of 8^7 employees ernploy^ at 
municipality. Differences were identified based on the 
recalciSations verses system caiculattons. The difference as calculated for June 2009 

listed in the table below: 


aenarated: SDL 

Race Iculatfon: SDL 

OKferenca 

.‘i.250.95 

25S8.7B 

filW.19 


An average formula was used to determine the potential overstatement of the levies 
totaling R21 8 91 0.67 for the 12 months of finarxsial year under review. 


Root cause 

Control activities - Manual or automated controls are not designed to ensure that the 
SSS have Tccurred. a^ authorisad. and are completely and accurately 

processed. 


The SAMRAS calculation Is being based on year to date figures and not actual monthly 
figures. 


Risk 

Skill development levies are overstated in the annual financial statements for the year 
under review. 


Recommendation 

The correct formula should be used to calculate levies and management should review 
these formulas before it is applied. 

Management should indicate vrtiy the diHerence exists and also the measures 
implemented to ensure that a similar finding does not occur during the next audit. 

The total population should be investigated and recalculated and the financial 
statements should be amended to ensure that correct amounts are reflected in the 
financial statements. 


Management response 

A recalculation of the skills development levy for the 31 employees was done 

found that the difference stated in the abovemerrtioried communique Is overstated by 

R200.73. Attached please find a copy of the recalculation. 
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The difference of R481.46 is due to the SAMRAS calculation being b^d o" 
supplier. 


Auditor’s response 

Managemsnt comments are noted, however ^ roMlculat^ the example es^ 
based on the data that manaflement /S^al''na 3 74 ™s“ be further 

S°aKn Ssr^p^ve^^Jr det« 

?he control system, this matter will be reported as an other 

important matter in the managemertt letter. 
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EMPLOYEE COST: VACANT POSTS 


Audit finding 

that the municipality had an posb ^6^nded posts remained 

financial year under review. From the 157 vacant pose, /o .ui-u 

vacant for a period of twelve months and longer. 

, ♦v,« iho ciArvicft Delh/erv and Budget implementation Plan (SDBIPS) have 

service delivery objectives of the Munidpality. 


Control activities - Actions are not taken to address risks to the achievement of financial 
reporting objectives. 

Difficulty has been experienced In filling the posta due to lhair specialised nature, etc. 


Risk ^ . . 

rrs ^r. 2oSc«ve^r eorntaCntaTnKrr^^^ 


The abovementioned vacancies may have an impact on service delivery. 


Recommendation 

Posts that become vacant 
declared defunct to ensure 
of 2000. 


should immediately be evaluated, revievired and flli^ or 
compliance with section 66 of the Municipal Systems Act 32 


Management should indicate what measures have been taken to address the vacancy 
rate at the municipality. 

Furthermore, management should indicate what the impact of these vacancies was on 
service delivery. 
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Management response 

Reasons for vacancies: 

• Scarce skill, especially In fulfilling EE targets 

• Undecisiveness of wMcfi procedure to follow in filling general worker vac^cies, 
which makes up more than 5Q% of the vacancies which have not been filled for 
12 months or longer 

• Restructuring process 


Auditor's response 

Management comments noted, however this matter will be reported as an other 
Important matter in the management repcKt as these vacancies could have an impact on 
service delivery. 
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EMPLOYEE RELATED COSTS: OVERTIME 
Audit finding 
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30% af Overtime Percentage Maximum to Annual 

Annual Annual Overtime paid above of Annual be worked overtime 
Name Salary No Salary Salary I Received 30% ealary aa overtime aura worked Total 

JL Carolus 122723 135.664.00 40,705.20 92,581.28, 51.876.08l 68.231 52Q| 816.751 -296.75 
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Overtime should be limited to the 30% limit as required by the Act and the ovwtime policy should be enforced at all times. 

Furthermore, management should Indicate to the auditors what control measures have been Implemented to prevent a similar finding 
during the next year's audit 
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EXPENDITURE 


Audit finding 


1 . During Hie audit of expenditure. It identified that the following ACB payments 
had not t)een verified as correct or approved for payment by the 
appropriate delegated official. 


Supplier 

ACBNa 

Amount 

Should ba chocked 

a 


Exelsior Sea Food 
Market 

54700 

R2 829.25 


C.doKock 

Protea Hotel 

55527 

R16 701.50 

)ustevwa 

ulsauli/NDSisi 

Ubekana 


Shoprite Checkers 

62775 

R21 448.^ 

)USlSWB 

Usauli/Nosisi 

Ubakana 


Advokaat 

53585 

R12 03a00 


D.Conradie 

Total 


Rsissa'^ 




2. Furthermore, supporting documerttsUlon for the following payment could not be 
provided for audit purposes. 


Supplier 

ACBNO. 

Amount 

AMC Plant hire 

53810 

R110 400.00 

Total 


R110 400i)0 


Root cause 


Control activities - Actions are not taken to address risks to the achievement of financial 
reporting ob|ectives. 

Control activities - Control activities are iwt selected and developed to mitigate riste over 
financial reporting. 

The control activities regarding the approval and authorization of expenditure vouchers 
as ivell as the tiling thereof, are not consistently being applied. 

Control actMties - Manual or au1omat«l controls are not designed to ensure that the 
documentation is in place. 

Documentation was not readily available for examination, as it was with the forensic 
auditors at the time of our audit. 
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Possible irregular expenditure could have occurred and may not be appropriately dealt 
with. 

in the absence of the supporting documentation being presented for audit purposes, we 
are unable to substantiate the validity of the payments. 

opinion. 

Non compliance with section 62(1)(b) of the Municipal Finance Management Act. 

Management response 

1 Checkino clerks charged with inter alia the checking of paymert wuchers, have 
■ binSoSnk internal audit section. Due to the possibility ^the ;ntemal audrt 
seaio^r independence being compromised the function 

expenditure SMtion. Unfortunately probtems virers expenenced with the transfer of 
the personnel and the process has not been finalized to date. 

Due to the above it is does happen that payments have to be eflected without the 
required checking of the payment vouchers to avoid 

DTOblem will only be re80^ed once the checking clerks are transterr^ or hw 
bwn appointed to fulfill the function. That will enable department to 

implement the necessary controls to have the checking done in time. 

As a result of an oversight it does happen that the person signing a cheque negtecte 
to sSe parent voucher. This is merely an oversight bec^se chequ^ are not 
signal withwt checking the relevant documentation. However the '^ance of the 
vouchers being signed will be brought to the attention of the relevant personnel. 

2 . The information supplied in the audit query number 33 ^ega'djng ^e 

Plant Hire Is not correct. A cheque payment m the amount of R 224 W7.5Z has ^en 
made to ANC Plant Hire. The rfteque number is 5361 0 and it was dated 1 Derernber 
OT8 Thf payle^ ot Deloitte and Touche who ,s ,n 

me processVperforming a forensic audit on the certain suppfy chan proceeds ^ 
well^as a mmSer of suppliers. I am ot the opinion that with the 'nte^ention ^ the 
acting municipal manage the payment supporting do^ent^on 
the forensic audit team of Deloitte and Touche for inspection by your personnel. 
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Auditor’s response 

HSHSSSSS 

the annual financial statements. 

further evaluated in the schedule of misstatemenis. 
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ANNEXURE C: ADMINISTRATIVE MATTERS 

WEBSITE 

Audit finding 


a^lacrof ^ govern the 

SUPPV 

Chain management information as well as certain quarterly reports. 


Root cause 

Control activities - Policies and procedures related to financial reporting are not 
established and communicated 

No formally approved and documented policies or procedures are in place that identify 
the intern^ and external stakeholders and to Identify and delegate responsibilities. 


Potential non-compliance with section 75 of the MFMA. 

Invalid, in-accurate. Incomplete, unreliable or irrelevant information could be posted on 
the website. 

The website may not be updated timeousiy. 

Recommendation 

Formally documented policies and procedures should be designed, communicat^ and 
delegat^ to the relevant internal stakeholders relating to 
weteite. Management should monHor adherence to these policies 
information refined on the website is valid, accurate, complete, reliable and reievant. 

Management response 

The misstatement will be Investigated and corrected by: 

An IT Committee meeting is to be heW on 22 September ^009 @ um ^id 
communication will be put on the Agenda for discussion. A committee member will be 
tasked to investigate, set up and implement a policy within 6 months. 


Auditor’s response 

This matter was reported in the prior year and the progress in this regard will again be 
followed up in the next audit. 
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REVENUE: RENTAL AGREEMENTS 
Audit finding 


During the audit of revenue, I have 
valuation of municipal owned houses 


Identified the following matters with regard to the 
and the rentals charged thereon: 


1. Municipal owned houses and cannot be 

1985. 


2 Clause 2, of the standard rental agreement, -Obligation of the Lessor- stipulates that: 

■ "the fessor is resportsib/e for to Merior artrf errterior mair«erta,tce of ail 

improvements to the properti / , . . * aka rantai 

However, Couneil records mveal that no maintenance was rtarned out on the rente 

properties for the past two years. 


3 The rental aareemehts oi the following employeeB could not be obtained and 
presented for audit purposes: 


Name 

Salary numter ^ 

'Houee occupied 

Mr. J. Beater 

210ie 

Vredenburg 

Mr. J J Goliath 

6088501 

Hesoit 

Mr. C Van Zyl 

6089001 

Basorl | 


SSTZS; r31.It » ««« » — 

deviations. 


Name 

Salary number 

House occupied 

Mr. J.J Goliath 

6089501 

Resort 

Mr. C Van Zyl 

6069001 

Resort 
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5 No rental register of municipal owned rental houses could be presented for audit 
purposes. This should be a standard control mechanism that tracks changes of the 
rental property. The Human Resources department has a spre^sheet which does 
not trad< changes of occupants and the rental property of the financial year under 
review. 

6 The rental contract of employee A. Farao salary number 42442 stipulates that a 
rental deduction should be 12.5% per maim of the monthly salary. However, the 
payroll for the financial year 2008/09 reveals mat the rental deduction is bas^ on 
6% per month. The under recovery of rental is R4 694.88 for the year under review. 

Root cause 

Monitoring - Ongoing monitoring and supavision are not undertaken to enable an 

assessment of the effectiveness of internal control over financial reporting. 

Inadequate policies and procedures regarding employee benefits. 

Management neglected to revise the fringe benefit. 

Risk 

1 . Loss of Income due to property rental not maiket related. 

2. Decrease in property value due to no maintenance being carried out on property. 

3. Possible understatement of revenue because of the under recovery of rentals. 

Recommendation 

1 . All municipal rental houses must be valued to determine the market value. 

2. Ail municipal rental houses must be maintained annually to retain an increase in 
value. 

3. Rental agreements should be reviewed annually in order to ensure that the correct 
rental is deducted from monthly salaries and that the rental agreements exist. 

4. A proper rental register of all municipality rental houses should be m^ntalned to 
track changes to the rental conditions. 

Management response 

Rental agreements: 
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1 . va.ua«on= have baen dona from an aaaodatad valuator and a rapcrt will be ratarrad 
to Council for market related rent. 

2 Council is currently busy with mainten^ce on properties. 

3..4. J Baster - salary number 21016 - agreement was signed by Mr Bestar and 
deductions are made from his salary. 

Administration - Mrs ^jarrn^ p^r 

salary 

5. A proper rental register will be put ir^ place. 

6. Rental of A Farao stipulates 6 % of his salary. 


Auditor's response 

Management commenW n^ed. the tariffs charge 

administrative matter in the managemert report 
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BMPLOVEE RELA™ cost: ANNUAL LEAVE PA,0 OUT AFTER TERMINATTON 


DATE 


Audit finding 


been declared discharged on the salary system. 



.065501 



rfompi«^ J 


D« 1 pOft ^ 


“kcsos bi. 07 . 0 & fso 


'1 170.24 


474.4S 


Root cause 

con,™, ao.^».s - Aoticno are no, .aKon to addroas date ,o the aohiovomon, o, dnan^al 

IS 

manner to allow for corrective action to be taken. 


onoe a temporary o^ptoyaa is ra-an,apad on «,a SAMRAS systan. an employee can 
be paid out. 

Possible fraudulent transactions/payments may occur. 


Err.*.-— “ " 
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Management response 

Due to the system we have b ^ ‘date!’ 'ro^e^^^le to remunerate 

be able to make paymente pay cycle for the temporary personne runs 

temporaiy staff by the end a P ^ Smooth. This enable the personnel from 

from the 25*" of a month to ^4 and prepare the pay run between the 

the salary section to Process the p°cumCT^ a temporary staff member’s contract 
25^'* and the end of the month. In the even „ x., |l,_ last week as well as the 

ending at the er^ of ^ dS the tolloling month. The employee ^ 
leave payment, if applicable, will be p^ aun^i ^ ,g 

be discharged after all the sal^ section must be furnished with a 

for the payment of temporary f *^^|^*Se?personnel as well as a contract. 

timesheet signed by the empires ^ measure reduces 

Without the relevant documentation no payments wm oe u 
the risk of fraudulent payments. 

paymem was made to die following pomonnel, as «ed in your audit query number 22, 
after their respective discharged dates. 

JA April sal no 2303^ Temporary conlrant aspired on 30” June 

30” June was processed in July 2009. 

Dieoharge dele of 31 March 2009 was InccrrecOy entered and will be reotlf«d 
accordingly to 30 June 2009. 


JR TItiea sal no 23146: 

1 j ni iiitv 2009 Temoorary contract expired on SO* June 

Discharge date of 31 March 2009 was ineorreclly entered and will be reeWed 
accordingly to 30 June 2009. 

JJ Tramp sal no 6065501: 

AS Delport sal no 22020: 

Temporary contract expired on 4 May 2009. Leave pay and salary for zf to 30» April 
was processed In May 2009. 

Fmolovee works only when required and not on a continuous month to month basis, 
thereto she was discharged every time the contract expired. 
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Auditor’s response 

The auditee has given lull S^eSrelhereof 

rn“" .podsd as an ad— ve .a«ar .n 

the management report. 
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employee related COSTS: NO 

employee PERSONNEL FILES 
Audit finding 


DEBT CONTROL FORMS OBTAINED IN 


a, D.rin«.h=..di,o,a.p,oyee 2® 

=-H5SSHS=."ss='=“ 



(b) Furthermore, the debt oorhrbl form lor employee ^ 

^ not been signed by ary of his / her supervisors / head of departments. 


Root cause 


Monitoring - Internel control defidenoies are not identified and communicated in a timely 
manner to allow for coireclive action to be laKen. 


Inadequate document management. 

Risk 

a) PosaibiB employee debt will only be determined once the employee has been paid 
his/her final salary. 

b) There Is no proof that debt control forms have been verified by the department head 

to ensure that all debts are recovered. 

c) Debt may be irrecoverable 
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Recommendation 

?o ensure that all debts owed to the munlcipaBly are received. 


Furthermore, management 
abovementioned employees 
debts will be recovered. 


should indicate why no 
exists, as well as measures 


debt control forms for the 
implemented to ensure that all 


Management response 


?2L“on^UTuspended 6 August - dismissed 23 August - no control form 

1 J R Titles - temporary - now permanent - control form not applicable 

6. MMsitou - resigned - left 31/12^008- form was issued - not on tile 
7 G Snvman - control form on file 

a A ^ Walt - resigned 1 2/2/2009 immediately - no control form on file 

9! OD Barnard - control form found • put on file januarv 2009 left service 

10. JJ Swans - disability claim - 1 Dec permanent off*sick - 31 January 20ua len seiviuo 

• no control form 


Debt control forms tor employees dismissed will be put In place 

(b) J Jenste - deb. control form were pet on file - rertuested supervisor lo slfln deb. 
control form 


Auditor's resportse 

The a.iHitP«> has traced certain debt control forms which were missing. However, the 
the management report. 
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FAMILY RESPONSIBILITY LEAVE 
Audit finding 

Set— 

paragraph 2.1: Workers or, a special pubBc works programme are employeri on a 
temporary basis. 

Paragraph 1 1 .1 : Workers, who work lor a, leas, .oor days per week, are entitled to three 
days family responsibility leave each year. 

During the testing of rls^rafbili°y leavl 

’eaXS2f, "K^re grSS L days .am«y responsibility leave by the Municipality. 


, Employee name Employee 1 Leave cJate. 


Leave toim 


Number 


220 


Family Reaponalblllty 
leave 

1 July 2008-30 June 
2008 



Root cause 

The conhol ackrttlee ragarding tha 

and laws and regulations, are not constetentty being applied. 
Inadequate controls over the grantir^g of family responsibility leave 
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Risk 

Non-compliance with the applicable legislc^on 

Recommendation 

The requirements of Government Gazette No. 23045, dated 25 January 2002 
(Ministerial Determination No. 3: Special PuWic Works Programmes), should be adhered 
to. 

Management should ensure that practices that are implemented are in terms of 
aii^licable iegislatlon. 

Management response 

Family responsibility leave of five days were granted to temporary workers. This error 
was discovered and the number of days was reduced to three. In the cases where family 
responsibility leave in excess of three days were allowed, the excess days will either be 
converted to annual leave and if not possible the corresponding value will be recovered 
from the salary or afternatively recovered via the billing system If the person does not 
work here anymore. 

Auditor’s response 

Management comments are noted and the conective action will be followed up during 
the next year’s audit. The non-compilance with Government Gazette No. 23045, dated 
25 January 2002 {Ministerial Determination No. 3: Special Public Works Programmes) 
will be reported as an administrative maOer in the management report. 
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EMPLOYEE RELATED COSTS; APPOINTMENTS 
Audit finding 


(a) During the audit of ZiZ 

S“riS prior to me flr^ eele^r payment made to the 

new appointee. 


no 


bi 


he 


025S05 


TAt^ATA 


6048UQ7 


ulGUOLWA 


eo4eooe ^>mshechts p 


3^3530 ti^AHLWANE 

' 1001614 1 aRENDSE~ 

' 1049503 
~ >070615 
6037514 


OB 


^ SIS- 


020530 t^AnON 


oiSis WILUAMS 


py^ sfU IbOOYSSN 


fi~ 1012006 IROSSOUW Y>F 
13 5041040 


CO 


60594 


CLOEre 


he I20S006 S Ilouw 


17 6070301 .EWAOK 

18 p060026^^ JULIES 

19 M70005 ~ WJDIPA 
1091006 SEBIEN 


Em 


aiw piCHARDS 




036015 I^NAAR 


e3 1049015 FORTUIN 


I A ^nnm 5CHOLT2 ^ r 

7-^^— .ossouw & Wo Z sekbet;^ 

a £^6^ >/ANWYK N ^MUNBSEKRETARY 


WEO 


MEO 




CLERK; MO TORREGISTRATION 

rC(WN PLANNER TECH NICIAN 

TOWN PLANNER 


V.1EO 


W}M!N 


yiUNe 

giEO 


kfERKEERSBEAMPTE 
CLERK: REGISTRATION 
UPMIN. BEAMPTE - SPEAKER 
IpROJECT MANAGER 


tiro 

" 22. 
' ulEO 


3UIL0INQ INSPECTOR 


i<RAr,MOTQRBESTUU RPER:KOMPAKr| 

■ i. STA DSINGEN'EUR: WATER 

)EKER VANVOERTUIE 


fesK ^JOODDIENS PERSQNEEL - BYSTAND_ 


FIN 


INTERN: PNANSIELE BEPLANNING 


I^U jpROJEK KOORPINEERDER - TYDEU 


~N 

Meo 


bASHIER:DIAZVILLE 


SAALOPSlGTERffjUTSMAN:P1AZV1LL 


Irro 


bEKRETARY 


rro TEQNIKUS: BEPLANNIN G & ONTWER 

■ ImLINICIPAL MANAGER _ 

" ^ ^<1 FRK: REKONSIUASIE& KRED.BE 


Iteg 


iRD KLERK 


& 1046506 


"lir r'VOMlN acLERK: WERWING EN K EURING 
■ ^VDMIN tIENSLIKE HULPBRONDIENSTE 


^ h 045504 
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. toUowina new appointment files, It was identified 


Z5505 


6C4 8007 

1604800 ^ 


14013530 


11001514 


H 049503 
•070515 


>020530 



57514 


IB515 


I025S04 


112005 


1041040 


150694 


ie lzQ70006 ^OO'PA 


mgiooq pebien 


6063503 piCHARTO 


>050026 


TA f^fTATA 

IGUOLWA 



IRECHTS 

ILWANE 


.RENDSE 


IDAAN 


(ARTBOOl 


:ktoor 


IWILUAMS 


lARON 


bQOYSEN 


tfWSSOUW 


SRAHAM8 


119528 pARENDS 


LOETE 


1060065 


i^ioi teWACK 


JLIES 


1048015 IFOBTUIN 


knsooea ^ 


[ 401 MQ 7 

1050566 


so: 


121501 




PQ3S015 ^NNAAR pN 


1OSS0UW |BM 
>/AN WYK 
HENDRICKS 


TOWN PLAN NER TECHNICIAN 

fco [town planner ^ 


\,eo iverkeers beampth" 

feSiS jCLE RK: REGISTRATION 

IMIN. HEAMPTE- SPEAKER 


MUNB 


feo PROJECT MANAGER 


IBUILDING INSPECTOR 


MEO 


?ESK 

rEQ 


RN 

! ^ 

' =IN 


jgf^ftLinTORBESTUURD ERiKOMPAKT 

' tgft RTADSINQENI EUR: WATER _ 

’ ^MTtgRSOEKER VAN V OERTTJIE 

" '^OODDIENSPERSONEEL-BYSTAND^ 

* rOESiQHOUERS: STRAATVEER8 _\ 
- ;;^CTCHgAMPTE:LEERLI NO & USjN 

’ .;iETERREADER 

NTERN: RNANsi^ELE eE PLANNlNQ_ 
wrYiFK KnORDl NEERPER-TYPEU^ 
y,SHIER:DIAZVlLLE 


fcg5 tsOCIAL FACILLfTATOR 


' ><UN B 

” « 1 Et^ 
•JB 


•• •• 

.OPSlGTEa'NLrTSMAN:PlAZVlLL 


3EKRETAHY 

FerjoiK' IS: BEPLANNI NG & ONTWER 
MUNICIPAL MANAGER 


/I i:rk- RPKDNS1UA SIE& KREdT^ 
FFIC SEKRETARY 
4UNB SEKRETAiyT 
LOORD KLERiT 


Root cause 


Control 

training 


environment - Human resource poficies do 
, disciplining and supervision of personnel. 


not faciiitate effective recruitment and 


inadequate document management 
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Risk 

(a) Possible payment of salary for a fuit month even though the employee did not work 
for the full month. 

(b) There is no evidence that the employee agrees to the salary notch, salary scale and 
job description. 

Recommendation 

(a) A certificate of induction should be inserted in the employees' personal file. 

(b) A letter of appointment should be issued to ail newly appointed staff at the 
municipality. Furthermore, the appointment letters of the abovementloned 
employees should be located and forwarded to audit. 

Management response 

a) Confirmation certificates 

New employees receive Induction from HR Services on 1st day of service. Reporting by 
these employees on the first working day at HR confirms their sAtendance at work. 

All salary documentation of new ^pioyees who report for duty are send to the salary 
section confirming their presence at work. 

b) Appointment letters 

Appointment letters are only issued to new employees when requested. 

Contracts are given to new employees in stead of appointment letters. 

The difference being that new emi^yees receive a detailed contract, whereas the 
appointment letter is basic a offer of employment. 


Auditor’s reaponae 

Although no record was found of the processes as explained in the response and no 
staff member in HR section could readily explain these processes at contact the 
subsequent explanations received appear reasonable. This matter will be reported as 
an administrative matter in the management report. 
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